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Company profile

_fistocrat is & leading global provider of gaming solutions.

The Company is dedicated to designing and developing world-class hardware, software and systems which
provide gaming solutions that consistently cut-perform global competition.

Shares trads ex-final dividend 4 March 2004
Record date for final dividend 10 March 2004
“ayment of final dividend 24 March 2004
-~nnual General Meeting 4 May 2004

NNAgd R ~
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Interim results announcement 24 August 2004*
Shares trade ex-interim dividend 2 Sepiember 2004
Recaord date for interim dividend ’ 8 Sepiember 2004
Payment of interim dividend 22 September 2004*
Final results announcement 22 February 2005*
Shares trade ex-final dividend 3 March 2005
Record date for final dividend @ March 2005*
Payment of final dividend 23 March 2005
Annual Gensral Meeting 3 May 2005*

*Dates subjact ta change

Notice of Apnual General Mesting
The Annual General Mesting of members of Aristacrat Leisure Limited will be held in the Heritage Ballroom. Level 8, Westin Hotel,
1 Martin Place, Sydney on Tuesday, 4 May 2004 at 10.00am.

A SEPARATE NOTICE OF MEETING AND PROXY FORM ARE BEING SENT TO SHAREHULDERS WITH THIS ANMUAL REFORT
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{pre one-ofi adjustments)
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* The 2003 Resgull (7200387, is shown before one-cff adpsiments. Defails of the one-of
adpistments are set out in the Financiat Repon on pages 211026
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Although 2003 was a challenging year ior the Company, revenue
increased. year on year, and there were a number of highlights
worthy of note.

Appointment of
Paul Onsile was appoinied CEQ Desrgnate on 1 December
2003, Aristocrat’s Chairman, John Pascoe said, when he was
appoinied, "Paul Oneile has had a distinguished professianal
career in managing international organisations and on behalf of

the Board and management. | welcome him to his new rola.”
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Japar & contritution
The outsianding achievement of 2003 was the success of
Aristocrat’s pachisia games in the highly competitive Japanese
market, Japanase segment revenue increased $179.4 million over
the priar year, conuributing 36.2% of the Company’s revenue.
83.687 pachislo units were sold during 2003, a2 120.8%
increass an 2002. The outstanding parformer was Kyogin-INo-
Hoshi™ , a baseball game developad from a popular manga
cartoon based on a legendary Tokyo basebalt team.
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elaticnshio with Sammy Corporaton
Arrstoorat S retarronshrp with Sammy Corporat cn in Japan was
strenglhened during the year by the renswal of the Manufacturing

Entiustment Agreement.

Working cap ita! mEn
Slgnmcant progrccs was made in workmg apital management
which rasulted in working capital to revenue for the year

improving 10 11.1% compared with 30.3% in 2002,

werovament
A major achievement during 2003 was the $125.4 million increase
in operating cash flow over 2002. This strong result enabled the
Company (o repay all but & nominal amount of bank dabt during
the year. Over the year, net debilel

million to $70.2 million.

I by $221 8 million from $2982.1

Aristocrat's 50 Uons ™ ng of the Nile ™ and Dreamcatcher™
gamsas surpassed all expectations in terms of performance in

a highly competitive Australian market environment, delivering
ertertainment quality exceeding that of the benchmark Queen of
the Nile™ game.

Padicicalion u ir: the United State
By the end of 2003, Aristocrat had more rhan doubled its installed
base of particination units in the United States to 2,755 from

1,148 units at the start of the year.

¢

deft Foxworthy ™ You might e 5 redneck 4.,
The Company's Jeff F oxwormy *You Might be a Redneck M.
gams, our first licensed, branded game to be launched in the
United Statss. provad to be one of the highlights of the Global
Gaming Expo held in Las Vegas in Sepiember 2003.

& ,, H.—‘,«...

O and MKW slegy approvals

Aristacrai’s TITO (*Ticket-in Tlcket-out } and MKVf iechnologies
were approvad in nearly all of the Company's U.S. jurisdictions
during 2003, removing a ey barrier 10 entry for the Company's
high perfarmance MKV games.
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The year under review was very difficult from a number of
perspectives. The Company was left with the aftermath of the
profit downgrade in respect of the pravious year's result which led
to the termination of the Chief Execuiive Officer and is now the
subject of litigation.

A key task was ths recruitment of new directors and ssnior
execulives. :

The Board was also faced with the need to stabilise the
Company's financial position and reduce debt.

| am pisased 1o repost a number of successes in this regard.
'n particular, the Company was successiul in recruiting two

Astanding executives as CEC and CFO.

Simon Kelly joined the Company as CFO in Sepiember 2003.
Mr Kelly brings extensive experience in senior financial roles,
most recently as Chief Financial Officer of Goodman Figlder
Consumer Foods.

Paul Oneile joined the Company as CEQ designate on 1st
December 2003. Mr Oneile most recently held the position of
Chaiman and Chief Executive Officer of Unitad International
Pictures (UIP), based in London from 1896 1o 2003. Prior to this
time, from 1980 to 1996, he was ihe Managing Director of The
Greater Union Organisation Pty Ltd based in Sydngy. Mr Ongile
has a detailed understanding of the global entertainment industry
and has had a distinguished career in managing international
companigs. | befleve that Mr Onelle brings the requisite skifls
to the role and thal he wilt make a significant contribution to
Aristocrat,

1an’s rep

| also wish to welcome David Simpson and Penny Marris to the
Board. David Simpson was nominated on 2 July 2003 and has
been Chalr of the Audit Commifiee since August 2003. Penny
Morris was nominated to the Board in August 2003. She is Chair
of the Remuneration Committee. It is anticipated that two further
Non-Executive girectors will be invited to join the Board as a result
of an external search cumently bsing undertaken.

Despite significant one-off agdjustments. the Company’s overall
cash position strengthensd considerably. A positive operating
cash flow of $204.4 million was generated which enabled the
Company ta repay bank debt, At year end, alter paying down this
debt, the Company remained strongly cash posifive.

As a result of the review initiated by the Board, a number of
ane-off adjusiments have been made, impacting the 2003 resull,

The most significant of these adjustments was o the
carrying value of Computer Data Systems ("CDS") goodwill,

This adjusiment was necessary due Io the deterioration in the
perormance of CDS during the second half and the outlook for
the sysiems business.

The Board does not expect any further cne-off agjusiments at
this time.

Notwithstanding the challengss faced during 2003, Aristocrat’s
financial position remains solid with strong cash flow, In light of
the Company's trading perfarmance and its strong balance sheet
and cash flow position, the Board has decided to pay a final
dividend of ihree cents per share which will be partially franked to
1.2 cents (40%). Given the extent of the Company's iniemational




A positive operating cash flow of $204.4 million was
generated which enabled the Company to repay bank debt.
At year end, after paying down this debt the Company
remained strongly cash positive.

revenue. it is not possible at this time to give any indication of the
extent to which dividends will be franked in the future.

f wish ta acknowledge fhe significant contribution of Mr David
Creary, who was Acting CEO of the Campany for eight manths.
Mr Creary played a key role in stabilising the Company and
finalising solutions Yo same of the more aifficult strategic and
management issues faced by the Company.

Mr John Ducker indicated at the last Annual General Meeting
his intenhion to step aside as Chairman and as a Direcior.

Mr Ducker resigned as Chairman on 14th September 2003. He
was unable {o resign as a director at that time due 1o the legal
requirement for the Company to have two Australian Cirectors
and the need for David Simpson and Penny Morris o ba cleared
by Gaming Reguiaters in all relevant jurisdictions befare being
appointed to the Board. Mr Ducker has since indicated his
intention to continue as a Director and to stand for re-election at
the 2004 Annual Gensral Meeting.

A class action was commenced against the Company in 2003.
This is currently af a prefiminary stage and may continue for some
years. ’

Corparaie gavernance continues fo be a major focus for the
Board going forward and a number of important changes have
been made, including the contracting out of the internal audit
function to an independent international accounting fiom.

I would like fo thank all menagement and staff at Aristocrat
for their dedication, skill and support for the Company during
a very difficult period. | would also like to thank the Company's
customers far their suppart. Thank you also 10 those shareholders
whio continued to have faith in the future of the Company. | belisve
that their faith will prave well justified.

mlnne.
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i amvery proud to have baen appointed to the positian of Chiel restrictions imposad in a number of slates together with delays

Executive Officer of Aristocrat.

Althcugh t have hald the position for a refatively short periad
{esl confident in @ssuring shareholders, cusicmars and staif that
Aristocrat’s business is in good shaps with Izading positfons in
its raditional markeis in Australia and MNew Zealand and exceliant
growth prospects in international markets.

As a result of what accurred during 2003, an operational review
was instigated by the Board. This raview resuliad in 2 numbsr of
one-off adjustments as detailed in this report.

_4\,,..
The Company s ravenus increased marginally by 1.9% from
$976.5 million in 2002 to $885.2 million in 2003 seiting a new
revenue record Tor Aristocrat,

This increase was particularly significant given the issuss faced
by the Company during the year, the Tact thet revenue for the
first hait (£392.8 miliion} was 10.6% less than the ravenus eamsd
in the corresponding halfin 2002 and &30 given the negativs
%mpact of ihe strengthenmg Australian Dotlar on our inzernational

The Comsdny reporzed a lass after tax of $106.0 million in 2003,
This loss arose as a rasult of the one-off adjustments amounting
10 $16G.0 million explained in the Financial report (pages 27 1o
28).

Prior to thesa cna-git adjustments. owr nat prafit aiter 12 of
354.0 million was 32.6% dawn on the $80.1 milion eamed in 2002,

FRevenue, exciuding inter-segment sales. was $3062.4 million,
16.4% less than 2002, refiecting the difficult market conditions
that prevailed during ihe year.

Cur Australian cperations nevertheiass maintained overall
miarket share and margins. This achisvarnent was cormmendable,
given the mature nature of each Australian gaming jurisdiction,
the increasing numbsar of regulatory issues and maching number
caps.

ln New South Wales. the State Govamment announced a

‘oposed new tax ragimea iy June 2003, This deveiopment has
aready impacted sericusly on club gaming purchases and the
impact is expecied {0 become more Serous a8 e New 18X raies

ome into effect from 1 Sepiember 2004. Similarly, smoking

in the introduction of new games and tachnology as a resuit of
technical “harm minimisation” restrictions have efizcted overall
rRVenue.

Uncertainly over the outcome of the current Indspendant
Pricing and Reguaiory Tribunal ("PART™) Review of Gambling
Harm Minimisation Measures has also impacted adversely on the
New South Wales gaming industey,

In Vicioria, smeking restrictions reduced the revenues of
Victarian gaming operators and this in turn has had an impact on
thair expenditure,

Technical rasponsible gaming” restrictions impacted on the
introduction of new technology throughout Australia.

We have developad a number of stralegies to mainiain
ar imprave our market position in Australia including the
daveiopfncni of new products such as our “Golden Goals”
Hynertink™ product. We are confident that such producte will
coniinue o provide returns well above the fleor average o our
customers. Our cost reduction siralzgies have bsen successful
to date and witl ramain an important abjective as we continue o
focus on business and cost efficiencies.

renue was $380.7 million. a 98.5% increass on 2002. The
contribution made by our Japaness business 1owards {oial
revanue ranks as the highlight of the year. represeniing 35.2% of
tola revenus compared (o 18.6% in 2002.

Tha Company's sirong relationship with Sammy Corporation
is of great significancs in this respect. The support provided
by Sammy Corporation was insirumential in enabling Aristocrat
1o satisfy strong dernand for our product during the year. The
renawal of the Manufactring Entrustrent Agreemant with Sammy
Corporation in December 2003 was the most innporiant formal
zgreement conciuded during the vear.

Thz Company benefilad from local regulators requiring the
wiihdrawal of certain competitor rnachines which did not comply
with regulaiory requirements. Itis estimated that this developmeant
contributer between 25% and 35% of our Jepanese revenus.

Hotwithstanding the success of 2003, & raturn ta 2 maore
normal competitive landscape and anticipated reg Ju‘aiory
changes (expeclaed to come into effect in July 2004} make it
difficult 1o pradict the extent io which the Company's succass in
2003 wilt be repeated in 2004/5 although the Company is activaly

working on inliiatives 1o mitigaie any impaci on results. ‘




Fevenue from Norm America was $241.4 million. a 17.9%
decrease on 2002, Howsver, in iocal cutrency terms, ravanues
ware flat, year on year. The combination of disappointing systems
sales angd stable unit sales impacisd negatively on our North
American result.

Other faciors which contributed to the disappointing revenue
result from North America included the disruption caused by the
events of late 2002 and early 2003, the departure of senior stalf
during the year and the remaining barrisrs o entry to the U.S.
market.

The Company successtully secured approval in nearly ail
of its L.S. jurisdictions for its *Tickat-in Ticket-out” and MKV
technology. This devalopment nas cpened up the U.S. market for
Aristacral’s high perfarmance MKV gaming machinas.

A major achigvement for the Campany during 2003 was the
140% growth in the installed base of participation units that
occurred during the year, This is & significant development and
the Company plans 1o continue o grow jts participation unit
numbers in 2004,

South America

Revenue was ($20.8) million, compared o $38.4 million in 2002,
Ravenue bafare one-off adjustments was $5.5 millicn. The
one-off adjustments resulted from the renagotiation of a aumber
of contracts and the Companv s revised strategies in South
America.

During 2003, the Company introduced enhanced risk
management procedures and controls and embarked on a
distributor model to ensure that, moving forward, we maximise
the opporturity in this market.

e /8t
Revenue was
difficult market conditions resulting from major legisiative and
regulatory changes. However, market share in each of the casino.
club and hotef market sactors was up on 2002,

o ional markeis

Revenue from other internali onal markets increased by 41.3%
to $65.7 miliion from $46.5 miuflion. reflecting sirang demand for
Aristocrat products in those iurisdictions.

We are particularly pleased with our results in Russia which
contriputed substaniially to the “other international revanue’
result. The Company doas not expact tha UK. market reforms
ta be implementad until 2606 although there s a possibllity
that Aristocrat may sell product in the UK. during 2004, Our
Eurapean head office, basad in London, is wel! placed to exploit
opportunities as they arice.

Qur South African opsrations mzintained their market share in
a highly compatitive market with anly one new casino opening
during the year,

Although the Asia-Pacilic market is improving, our assessment
is that it will remain refatively quiet during 2004, The Comparny
is well positioned 1o take advaniage of growth in the region,
pafticularly in Macau.

Moving forw vard, our focus is firmfy on maximising shareholder
valus through impraving performance, We are committed to
ensuring that Aristocrat continues fo deliver the entertaining and
innovative gaming products for which the Company is renownsgd,

i am very positiva about Aristocrat’s future. The Company is
well placed to take advariage of new markets ihat are opening
up around the world and will coniinue to maintain or improve its
position in traditional marksts.

 wauld iike io acknowledqe the support of regulatars around
the warld during 2003. 1 would also fike lo thank our sharehaiders,

customers and siaff for their supgort during 2003 and to assure
them that we intend to continue to build on Aristocrat's market
position,
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“ristocrat detivered a solid trading rasult in 2003, demonstrating its oulstanding sofiware, hardware and systems design, marketing,
encial and sales capabifiies around the world. The Company's giobal performance guring 2003 is summarised beiow:

Australia Segment Revenue® 3024 | 381.7 = Maintained Australian market share at 88%
Page 10 Segmant Contribution Profit 83.5 | 11865 * Increased NSW market share by 1% to 70%
Segment Contribution Profit pre one-off * Strong performancs {rom latest games
agdjustments 843 | 1165
North Segment Revenus 2414 | 234.1 * Systems revenue fell
America Saegment Contribution Profit/{Loss) {24.2) 48.2 » MKVI and Ticket-in Ticket-out ("TITO"
Page 12 Sagment Contriodtion Profit pre ane-off technaiogy approved in nearly all urisdictions
adpusiments 8.2 46.2 » Recurring revenue base improved by 140%
* Fourth Hyperlink™ launched
Scuth Segmant Revenue/{Loss) (208) | 384 « Action taken to manage risks
America Segment Revenue pre one-off » Low risk distributor model adopted
Page 13 adjusiments 55 38.4
Segmeant Conlribution Profit/(Loss) {53.2) 9.2
Segment Contribution Profit/(Loss)
pre ane-off adjustments {7.8) 9.2
Japanr Segment Revenue 360.7 | 1813 » Over 50,000 Kyojin-io-Hoshi™ games sald
Page 14 Segmant Conlribution Profit 8r.7 26.7 since release in September 2002
» Over 35,000 Mahha-Go-Go-Go™ games sold
sinca release in September 2003
» Revenue up 98.9% on 2002
New Segrment Revenue 40.2 51.4 » Casino business 40% ahead of 2002
Zeatand+ Segmant Coniribution Profit 14.9 20.1 = Revenue impacted by new legisiation and .
Page 16 moratarium
* Service revenue 6% ahead of 2002
« Expanses below 2002
Scuth * Shift in priosities from new casfnos (only ane
Africas opened in 2003) to replacemsant of stepper
Page 17 product with vigeo
* Buying Program Agreements concluded wilh
key accounts
« First revenue from new Limited Payout Market
{"LPM")
Europer : e » Xcite™ launched in Europe at ICE 2003
Page 17 Segment Revenue 88.7 46.5 resulting in sales to eight European
Segmant Conlribution Profit 17.8 12.8 jurisdictions
« Strong sales tc Russia
* Hyperink™ product. Super Charnpions™
developed with Holland Casinas
Asia-Pacifict * Asia-Pacific market generally stadle during year
Page 17

NG ohe-off adiusiments appiied 16 hese

izdicticns

~Ausiralien Segment Revenue exchides intar-segment revenue




+ Strangest AGE ("Ausiraiasian Gaming
Expa") games relaase ever secures reccrd
Saptember sales

+ Industry adversely impacted by new tax
regime, “ham minimisation” measures and
SMoKing restrictions

+ Salesliogix™ Customer Refationship
Management rolled out in NSW

+ Software revenug strategy maintained

« 3rd Bonus Bank Concept Lady Luck™
rolled out

+ New U.S. exscutive appointments
« R&D centralised in Las Vegas

» OASIS™ brand re-launched

« Strong G2t showing

+ Crucial barriers to entry 1o U.S. markets
gfiminated

« Key Account focus established

+ Sysiems product plan farmulated

« Exceeded recurring revenue argsts

* improved inventory cantrols

+ South American contract issues resaived

+ Restructured deals under stringent terms and
conditions

+ Collected receivables

*+ Reduced personnel and avernead

+ Integrated Latin America business operations
into Las Vegas nfrastructure

» Relationship with Sammy Corporation
strengthenad with exiension of Manufacturing
Entrustment Agreement

» Market anomaly opportunity gave rise 1o 25%
ta 35% of salas

+ Agent network successfully expanded ic 40
agents

» BRD capabiliies expanded

* New cabinet design developed for relgase in
2004

+ Sustainea quality m product and distribution

+ Gambling Act passed in September -

« DA maraiorium imposed

+ Reslpower™ games released

+ Continuing rollout of Myperink™ al casincs

+ Successtul launch of Mr. Cashman™ for
halefs/clubs

+ Market share increased over previous year

« Service contract base increased over
previous year

+ Overall game perlormance above floor
average

» LPM opens up but revenues limited in 2003

» National Gaming Bilt

+ Route Operator Licence applications
submitted for Western Cape and Eastamn
Cape Jurisdictions

+ Maintained rosition as No. 1 spinning reel
vidego supplier

+ Eftactive adaptation 1o new enviranment with
fewer casing openings

+ Increased focus on LPM market

+ Continued to dominate the casing
management sysiems business

« Hypedink™ oroducts and MKV games
periosming strongly wherever instatlsd
+ Continuing growth in European jurisdictions

+ Laveraged on sucfess of Hypertink™
products and MKV games in jurisdictions in
which the producis have been releasad

*+ Successiully coniinued expansion inte Russia

* Mataysian import ban in place for most of 2003
» Company’s largest order in Philippines

+ Well positionad for other Asien jurisdictions
{for exarnple. Macau, Thalland and others}
opaning up
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2003 7 2002

Segment Revenue*~ $302.4 miion | $361.7 miion

Sagment Contribution Profit $83.5 miltion $116.5 miliion

Segmer Contribution Profit $84.3 miliion $1186.5 million
pre ane-off adjustmentst

* Reder o Nole & in Fnsncial Slalements
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Revenue fell by 16.4% 10 $302.4 million and segment confribution
profit fell by 28.3%. The fall in revenus reflects difficult markst
conditions and the advanced maturity of each of the Australian
gaming jurisdictions, Notwithstanding the revenue decrease, the
performance of staff in & challenging market was outstanding.
Prices and margins were generally mainiained in a difficult
market.

2003 contribution profit {pre one-off adjustments) as a
percentage of revenue was 4.3 points iowsr than 2002 because
of changes in transfer prices sffective 1 January 2003 and lawer
rebuild pricing.

The Australian market is mature and is likely to be subject
to ongoing regulalory changes. The Company is working on
initiatives to enhance market share and reduce cperating costs.

The variaty of games released at the Australasian Gaming
Expo™ in August 2003 was the strongest ever refeased by
Aristocrat at a trads show. A number of the Company’s 2002
game releases have proved [0 be exceptionally successiul. fwo
games in particular, 50 Lions™ and King of the Nile ™, are out-
performing the Company’s benchrmark product, the 1887 Qusen
of the Nife™. These two games alone already comprise 5% of the
New South Wales installed base of gaming machines. Early salas
of Dreamcatcher™ . which was released later in the vear, are also
encouraging.

The Company’s Hyperiink ™ products continug to out-periorm
the fioar average in virtually every venue in which they are instalied.

The innavative ball games, Arishinko ™ and Crazy Balis™,
proved to be excaptionally successful in New South Wales
and Western Australia. Adshinko ™ was released in Vicioria in
December 2003 and prefliminary indications are favourable.

In New South Wales, Aristacrat's market share impraoved
1o 70% of the installed base during the year, a significant
achievement in a difficult and highly competitive environment.
New South Wales was adversely impacted by a number of
changes in 2003 including the new tax regime, mandatory shut-
down periods, a rigarous Social Impact Assessmant (" SIAY
process, continuing advertising restrictions and increasingly
severe technical restrictions an game design.

Smoking restrictions in New South Walss impacied on the
industry and are likely to continue to have a negative effect on
revenue.

In Victoria, Hyperfink ™ was appraved for trial at four Yabcorp
venues in November 2003, and perfarmed weil above floor
average resuliing in Tabcorp placing a significant 2004 order for
venues across the state.

The Tobacco [Miscellaneous Amendments) Act, 2002 (which
came into farce on 2 September 2002) continued to impact
negatively on gaming in Victoria throughout the year. in November
2003, Victoria followad New South Wales by intreducing
legisiation.to ban "gaming machina advedising” ouiside gaming
&reas.

The Company’s naw products performed well in Quesnsiand
{where Lucky Devii™ and Cashcade ™ were approved during
the yaar) and in the Austradian Capital Territary and Tasmania.

Mr. Cashman™ was successtully launched in the club and hetel
market in Tasmania.

In South Australia, the Company's performance was restricted
by requiatory issues particularly in relation to game design. In
addition {o these issuss, the Indepandent Gambling Authority
recommended to Parliament that the number of gaming
machines in the Siate be reduced by approximately 20% without
compensation 1o owners.

New sysiems products developed during the vear under review
and scheduled for release during 2004 include Systems Xpress ™
and. subject to regulaiory approvals being received, Ticket-out
Ticket-in (*TOTI") which has proved very succassiul in the United
States.
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The variety of games released at the Australasian Gaming
Expo™ in August 2003 was the strongest range of games
ever reieased by Aristocrat at a trade show. A number of
the Company's 2003 game releases have proved to be
axceptionally successiul,
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2003 2002
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£241.4 million }

Segmeant Revenus?* $294.1 million
Segment Contribution Profit/{Loss) ;(5524.2 million) $48.2 million

$8.2 million $48.2 million

Segment Contribution Profit
pre ong-off adjustmenis’

North Amensa

Revenue fell by 17.8% from $284.1 million to $241.4 miliion,
reflecting the strangthening Austrafian Dollay during the year. In
local currency terms, revenue was flat.

Segment Contribution Profit felt as a result of the one-off
adjustments detailed in the Financial Raport {pages 21 to 26), an
adverse change in sales mix and higher opearating expenses.

The adverse change in sales mix reflects the $51.2 million
decline in higher margin systems sales. This was offset, in part,
by strong participation unit and caonversionr revenue growih,

White unit sales were flat in the first haf. some improvement
wes evident during the second hali. Aristocrat’s installed base of
participation units increased by 140% from 1,148 to 2,785 units
over the prior carresponding period, 2 major hignlight of the yaar.

The most significant gaming trend in the U.S. has been the
overwheiming endorsemeant of cashless gaming by players and
vanues.

The approval of Aristacrat’s MKV and Ticket-in Ticket-aut

(“TITO®} technology during the vear has remaved save of the key

barriers to entry in the U.S. markat.

With thase barriers 1o antry remaoved, Arfstecrat is in & pasition
to start selling its best performing products in key states such as
Nevada and New Jersey which togather account for 37% of the
U.E. market.

Other successas during the year included the launch of our
first licenssd, branded game, Jeff Foxwonrthy ™ You Might Be A
Redneck if... ®, which proved (o be onz of the hits at the Global
Gaming Expo (*G2E") held in Las Vegas in Sepiember 2003.

Afthe G2E, 86 new game titles were offered to customears.
Doltar Sterm™, L' Lucy ™ and Arishinko ™ generated significant
customer interest, Doflar Storm ™ is our first three-line, three-reel
progressive. L' Lucy™ is a new bonus bank game.

The Company relacated its R&D centres in Tucson and
Colorado Springs ta its Las Vegas headguarners. The
consolidation of games R&D and syslems R&D will aliow
Aristocrat to capitalise on develcpment and resource synergies
and to develop games and systems mors efficiently.

Ancther highlight of 2003 was the first multi-maching
agreement reachad with Harmah's Ententainment, Inc. for the
instaliation of the Company's machines at all 25 of Haran's®
casinos. Shipmems commancad in late December.

Aristocrat developed and implemented a key account sales
sirategy and. based on feedback from customers in Nevada
and Attantic City, refocused on its stepper games business. The
Company submitted its first new stepper product for regulatory
approval to Gaming Laboralories International, Inc. (“"GLIM
and to Nevada in Decernber 2003 and plans o launch the first
redesigned stepper game during 2004.

In 2004, the systems business is likely to remain flat. However
the Company is confident of continued momentum in the growth
of its pariicipation unit base and is expeciing increased MKV
platform placemants.
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2003 2002

Segment Revenue® ($20.6) million $38.4 rillion

Segment Revenue pre one-off %5 .5 miflion $38.4 million

acljustments®

Segrment Contribution ($53.2) million £9.2 million
Prefit/{Loss)
Segment Coniribistion (%7.8) miltion $3 2 milhon

Profit/{Loss) pre ong-off
adjustments’ ‘

# Refer 1o Now 3 in Financial Sasernsres
bRt friher K ration o (oe-ti axfusienants, celer i Fnancat Rapan

The decline in revenue resulted from the difficuliies encountered
in late 2002 and early 2003. Revenue before one-off adjustments
decreased by B5.7%, year on year, refieciing the exient of those
difficulties and the stréngthening Australian Doliar,

SERTDANAT AN, SEA Y gy , —
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The disappointing Segment Contribution Loss resulted
principally from the one-ofl adiustments detailed in the Financial
Report {pages 21 to 26) and costs arising from various quality
and logistical issues which have now teen addressed.

During the year, Aristocrat’s South American operations were
restruciured io reflect the change in strategic direction adopted
by the Company. The Company introducad enhanced risk
managemant procedures and contrals and Aristocrat’s local
cperations were restructured.

This restruciuring included the adoption of a fow risk distritutor
model (o ensure that the Company maximises the opportunities
in this important market. Agreemenis were concluded with several
wef-established gaming equipment disiributors 1o markst and
place Arislocral praducts in legal gaming cperations.

Avdde variely of new and rafurbished video slot games was
supplied to South America during 2003. At the Latin Amarican
Gaming and Entertainment Expa in November 2003, Aristocrat

ffered customars & Latin Amarican version of its Cash Express ™
Hypertink ™ locat-area progressive and a number of MKV and
MKV video slot games including sevaral poker and Ree/ Power™
titles.

Severa MKYI video slots are being developed specitically for
the Latin American market whare many of the largsr and more
established gaming properties in the region are demanding
newer and mare sophisticated technclogy.

The South American business is expected to make & modest
contribution to resulls going forward.




e
2003 ./ 2002

$380.7 million

877 million

Segment Revenue® $181.3 million

Segment Contribution Profity $26.7 rnillion

A Pref

Fof e in e liagaen

Revenue increased by 93.9% 1o $360.7 milion. Segment
Coniribution Profit as a percentags of revenue is Lp 9.6 points to
24.3% ag a result of lower agent commissions per unit combined
wilh lower rework costs.

Aristocrat’s pachisio operations in Japan provided the highlight
of 2003. 83.687 units ware sold in 2003, up 126.9% on the 37,683
units soid in 2002, The two games that accaunted for over 80% of
the sales were Kyojin-tdo-Hoshi ™ (*Star of Giarts®} and Mahha-
Go-Go-Go ™ game {Mahhe' means spaad).

The pachisio markei in Japan is a unigue market. The installed
base of machines a5 measured by the National FPolice Agency
was 1.6 million in 2002 {lates available data). slightly more than
hall of the installed base of the other type of papuiar Japansss
gams, pachiniko machines (3.2 million in 2002}

Aristocrat ie the fifth largest player in this large marke! whers
success depsnds on reléasing the sight game at the right tirne,

Player preferences change quickly and are exiraardinarily
gdifficult to predict. The major gaming companies cormpete fisrcely
for these changing prefsrences. Pachisio players fraquently
communicate by mobile phong regarding new garme releases

with the result thet strong demand or a pogular game cen
emerge very quickly,

Aristocrat was abie o respond to a sudden increase in
demand for ils product due o ite strong reiztionship with
Sammy Corporetion, one of the largest manufacturers of gaming
machines in Japan. This relationsiip is of greatimportance 0
the Company's success in . fapan where it is vital to releass large
volumes of product guickly o cater to demand that is volatils as a
uit of such ragidly shifting player preferences.

Sammy Corporation integrates Arislocrat’s pachisto machines
under a Manufacturing Entrustment Agreernent which was
renewed in Decamber 2003, Aficcation of highly efficient
production resourcas o Mahha-Go-Go-Go ™ by Sammy
Corporation permitted Asistocral io salisly the surge in demand
for this product that cocurred during the year and was critical to
the success enjoyed by the Company in Japan.

Agistocrat wisheas o farmally acknowisdge its gratitude and
raspect to Sammy Carporation and o thank {he President of
Sammy Corperation. Hajime Satorni and his stafi, for the very
consrdarable assistance provided by Sammy Corporation o
Artsiacrat in this regard.

Tha very strong resui in the sscond half is dus to some extent
to local regulators requiring the withdrawsi of certain competitor
machines which did not comply with regulatory requirements.
This sftuation provided an opportunity for the placement of
Aristocrat machines. I is eetimated that this rnarkel enomaly
contributed befween 25% and 35% of Jepanese revenlus,

Wew regulations are expected 1o be introduced in July 2004,

It is Hkely that games approved after the new regulations ar
intraduced wili b less popuiar with players and tizs is expected
1o impact on pachisio sales.

A8 a result of thess unigue circumstancas, it ig difficult 1o
predict the axtant to which the Cormpany’s success in 2003 wiil be
repeated in 2004/2008, zlthough the Company is aciively working
on initiaiives © mitigats any impact on results.
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2003 2002

Segment Revenus® $40.2 miftion $51.4 million

Segment Contribution Profity $14.9 miilion $20.1 rnillicn

b asaany

218
acks N elalion 16 New
1 ustiments, 1eler 1o Finr el
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New Zeatand
Revenue decreased by 21.8% to $40.2 million reflecting the
difficulties that arose as a result of regulatory and legisiative
changes.

Although the results for the first half of 2003 were promising.
operations were adversely impacted by the evenis of the secong
hati.

The Gambting Act 2003, passed in September, implemented a
number af maasures that impacted negatively on the market.

After the legislation was passed, the New Zealand regulator,
the Department of Internal Affairs ("DIA"), announcad further
adgministrative measures that impacted significantly on revenue
during the second hallf.

Highlights of the year included the Company's casino business
which was 40% ahead of the previous year, the rofiout of strong
MKV games. the launch of Reef Power™ gamaes, the performance
ol new Hyperink ™ games and the Company's increasing market
share in each of the club, hotel and casino market segments.

The Smoke-free Environments Amendment Act 2003 will
prevent smoking in all indaor bars, clubs, restaurants and casincs
from December 2004. Based on the impact of the introduction of
less severa smoking restrictions in Victaria in 2001, it is expected
that this legislation wiif impact negatively on gaming revenues in
New Zealand frorm 2005 onwards.




2003 2002
Segment Revenue® $85.7 mitlion $46.5 mllion
Segment Contibution Profit: g176milion | $12.6 million

2 e Nowe 3in Financs
one-oll ad

Revenue fram other international markeis increased by 41.3%
from $46.5 million to $65.7 million driven. This result was driven
by sirong growth In Eurape, principally through sales to Russia.

Europe
The European business recarded strong growth, year orl year.

Aristocrat’'s Xcite ™ plationm was launched for Europe at the
intemational Casino Exhibition ("ICE") in London and resulted in
sales to customers in Russia, Germany, Holland, Raly, Hungary,
Romania, Malta and Latvia during the year,

Aristocrat and its twa Russian distributors exhibiied at the 2003
Eastern Eurapean Leisure Exhibition ("EELEXY) in Moscow, Twelve
new Xcite games wers launched at EELEX, together with M7,
Cashman™, the first Bonus Bank ™ for Europs. The new games
were well received with strong growth indicators continuing for the
large gaming market in the Russian Federation.

Aristocrat Europe has kept a waiching brisf on the UK. market,
whare the Gambling Bifl is not expacted {c be finalised until
2005/6. In the meantime, amendments o the existing Gaming Act
that came into effect in December 2003 allow Aristocrat product
to be offered in the UK. market.

The Company's developmeant project with Halland Casinos
produced the soccer themed Hyperink ™ product, Super
Champions™ . This was delivered to Holland Casines in fate 2003,
feacy for a naticnwide launch early in 2004,

. L. ! H 1,2

The South Alrican business reported difficult trading conditions,
with only ane new casino opening during the year. The principal
business focus accardingly shifted to the replacement of stepper
preduct with videa games.

Although the Limited Payout Machine market in the
Mpumalanga jurisdiction opanad up in 2003, no significant
revanue was derived from this segment of the market due {c the
fact that the market opaned up late in the yaar.

The 20,000 gaming machine market in South Alrica was
adversely impacted by the proposed introduction of the Nationai
Gambting Biff. The Bill was released in 2002 and is expected 10 be
come into farce during 2004, 1t is expacted lo implement a range
of restrictions that will impact negatively on the Scuth African
gaming industry.

RYEHE B He

The Asia-Pacific market appears to be recovering following a
stable 200G, In Malaysia, impart resfrictions on gaming machines
oravailed for mast of the year. Gaming in the Philippines is

_continuing to expand and the first gaming machine orders from

customers in Macau were received.
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Aristocrat’s Rasearch and Development division {"RR0DY
reprasents the creative heart of the Company. [t is basad in
Sydney and Msibaurne in Australia, Las Yagas in the Unifed
States and Tokyo in Japen

Arigtocratl’s commitment fo the deveiopment of inncvative and
enterizining games ig evidencad by the $83.4 million (8.4% of
revenue) (nvested in research and daeiopmerzt in 2003
In a recent adition of Business Review Weekly®, Arisiocrat was
ranked tenth highest in & list of companias spencing the most on
R&0 in Australia andt New Zeaiand.

=28

chtertaining and imaginative gamsas are the key to our businass.
Aristocrat produced a particularly succassiul range of exciting
games in 2003. These are refared to in the individual couniry
reviews.

New oroducts

Ouring 2003, the Company de\foiope»d & numper of key produa:fs
scheduled for Jaunch during 2004, These include new Hyperfink
themes. new Bonus Bank ™ themes and an innavativa Multi-
Denomination/Multi-Game p:cﬂu:t,

A live field trial of the new Syoram Xpress ™ pro_mu 100k place
Guring 2003. System Xpress ™ is a compatitive Windows® b SAY
product designed for new sites. It will grovide a new installed
base in hotel and ciub markets when launched.

The Comparny also de’*\“nsfr ted Tickstcut Ticketin TOTY
iunctionality on its DACOM ™ system and MKV platform Lo i«cy
customers. Ths success of the technology in the United States
suggests it will be equally popular in Austraiia. The Carmpany
anticipates regulazary approval of the TOT! technology in
Austraiian jurisdictions during 2004

3. Tha Company's new Sysiem Exprass’™ in field triat a Randhwick Rugh

ftz:r.m::tg:xa

During the yea:, the Company's Engineering Division

developed {he Xireme ™ dual screen machine which will form
tha platform for Aristocrat's forthooming Muligerme ™ and new
Hyperding™ themss.

In the United Statas, the Company has continued to seek ways
ta improve iis OASIS ™ natwork systems product. During 2004, a
number of further innovative applications for this product will be
rofled out acress the entire DAS/S ™ customer base, setling a new
be“v“ fwnark in reliability and functionality for systeme products.

Tha Company (s also evaluating other opporumitiag in Morh
America, particutarty Class I gaming and Video Loitery Terminals.

L‘\Lngc_AthV apo oval of new games and new Rroducts is of vital
iMporiance o tha Lom pany. The securing of regulatory approval
o:' A tacrat's MRV T xat in Ticket-out 1*TITO™ base which now
3 Aristocrat (o sell its strongest p!udb‘:tc acioss the United
was the most significant reguleiory achievement during

During the year under revisw, the Company recsived approvel
for cashless and ticket arinter functionality across Arfsiocrat’s
entire systeme rangs (DACCH 5000™, DACOM SBOC0™ and
Computa Game™).

The reguiglory position in Ausiralia remains challenging.

An increesing number of changes o technical standards has
impactad significanty on the reguiaiory apgroval process

The Company’s R&D team wo.k:: :!o =lv with reguiators and
industry groups to address the issuas that erose during the ves
Particularly impartant wae the work u,.llﬁd out by ths 1e~hmr:a|
Commities of the Austiafesian Gaming Machine Manuiaciu
Associzion (AGMAAY)
dynamic ane requiring the Comg
in technical standards

"l The snvironment ie fikely 1o remain &
any o react

guickly 1o changss

v Ciib in Sydney
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Aristocral’s manufacturing faciities located ai Rossebery, Sydney,

Australia are the largest gaming machine manufacturing faciitias
in the Scuthern Hemisphere. Manulaciuring covers procurement,
inveniory menagement, jogistics, assembly and manufacturing of
gaming machines and sichage.

Otner than machines assembled in Japan. viriually every
gaming maching that the Compeny has sver produced has
passed through the Rosebery laading docks.

In Novemper 2002 Aristocral recaived re-certilication as a
quality endorsed company under 1ISO 2000,

The principal achievermenis of the Company’s manufaciuning
operetions included productivity improvaments, the introduction
of & naw inventory managament precess, successiul cost
reduction maasures, the building of a new logistics organisation
and procurement improvements. This resulted in continuous
manultacturing cost redustion, year on yaar, with the result that
expenditure Nas been reduced to 2001 lavels.

Procurernant processes were improved through the
consalidation of ali Austraiian purchases into a new "Purchase

2. The Company's preducts and componants are checked at least guarierly by Undenwriter's Labi
products in the world, A UL Certifics. on confims that the Company IS meeting the highest safety

ul cost reduction mea
organisation and procurameant improvemsnts.

i s

25t

Order Process”. This has significanily improved conira! end
permittad batter leverage in terms of purchasing power.

Following the review precess initiated by managemesnt, &
decision was made o discontinue production of 2 number of
“non-core” manutfacturing preducts and precessas and source
them from overagas to capiialise on the streng Ausirafian Dollar.

Another major initiative of the Company has been the initiation
cf a cross-functional preject to reduce compiexity in all areas of
the business, The goals ¢f this project includs reduction of the
aumber of progucts offered to market, reduction of the number
of inventory items and the design of a naw range of producis to
reduce averall complexity,

The Company's manufacturing operations in the United Staies
appointad key staff. recuced the tolal workforee and improved
productivity, Enhanced manutaciuring stancards for safety, quelity
and dslivery o promise were intraduced and have rasulted in
the United States now delivering the highest levels of quality an
delivery on time and ai the lowest cost achieved 1o date by the
Company.
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Our pecple

Our staff are our most value
constantly improving its effo

«

qualified peopie for o

Aristocrat employed 2,032 peopis globally as at 31 December,
J03.

Our staff are our most valued asset. The Company (s
constanily improving its effaris to atiract and retain the best
qualified peopls for our business. '

Training ang development to assist staff to perform existing
roles more efficiently and to parform new roles are impontant
1o the Company and its employess. A Lead On™ management
training program was offerad to quer 100 managers and an
£vofve ™ on-line training and career gevelopment system was
intfroduced during the vear, Evolve ™ permils staif to access
raining on-line anywhere and at any tims.

The Company is committed to maintaining an environment
where good woerking relations are the norm. Our core values

1.1n 2008, Arislocrat's Americas business aupportad the American Heart Association and its efiorts to fight hsart disease &
erployees raised money and showed thelr support by joining i the American HeariWalk in Las Vegas on Ssptember 20, 2003
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ssel. The Company is

to attract and retain the best

of respect and faimess are an integral part of our workplace.
We recognise and valus the contribution mads by our diverse
warkiorce —~ there are aver 70 naticnaiities working in our
Rosebery manufacturing facilities alons.

The Campany has workad hard 1o ensure that communication
and consultation form an essential part of our decision making
process. A number of educational programs have been
implemented to ensure that alt employees ars aware of their
rezponsibilities to gach other and 1o safely in the workplace,

These programs also enable emplovess (o actively participate
in career develaoment apportunities.

Communication, working tegetner and safety af all iimas are
three of the key messages that are passed on to all staff through
the Company’s figorous safety, induction and on-geing training
Programs.

d stroke. A number of
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Summary :

The Company reporiad a loss after tax of $108.0 million for

the year. This resull included a number of one-off adjustments
totalling $180.0 millicn after tax. The underlying profil belore these
onz-off agjustments of $54.0 million was 32.€% lower than the
prior yeas's $80.1 million. These results are summarised balow:

Result pre Onse-off Reported Prior year

one-off adjustments adjusiments result resuit

$ million § million $ midlion $ million
Tatal revenue 1,021.3 (26.1) 9852 976.5
Earmnings before Interest,
fax, Derreciation and Amortisation 143.4 (152 8) {39.4) 174.0
Eamings belore Iniersst and Tax 103.8 (187 5) {84.0) 137.2
Profit / {Loss) before Tax 87.7 (187.5) (89.8) 1202
Profit / {Loss) after Tax 54.0 {(180.0% (108.0) 801

The Company's financial position remaing sound with solid
underlying operational rading performance and strong operational
cash flows. The cash flow performance was a highlight of the vear
with operational cash flow increasing by $125.4 million to $204 .4
million. Net debt at year end of $70.2 million compares 10 $282.1
millien ai the end of 2002. This result reflecte the underlying
strength of the business. a continued focus on working

capital reduction and an overall increased emphasis on cash
maragement.

&7 of inancial performancs

Sta
Revenut
Total revenue incraased 1.89% (o & record $885.2 miiion. Revenue
before ong-off adjustments otalied $3.021.3 miliion, a 4.8%
increase on the priar year despite the translational impact of the
strengthening Ausiralien Dollar during the year. Had exchangs
rates remained at 2002 average levels, current year Austratizn
Collar translated revenue would have been $3107.0 million higher
than reporied, a 12.3% increase ovar the prior year,

A significant porticn of the Company's tolal revenue increase
peiore one-off adjusiments was driven by the Japanese business
which increased revenue by $179.4 million (88.8%). This increase
was offset by ravenue declings in Australia (own $58.3 million,
18.4%), North America (down $52.7 million, 17.9%), South
America {down $32.9 million cn a pre one-afi acjustment basis,
85.7%) and Nevw Zeziand (down $11.2 million, 21.8%). Revenus
from Asia, Europe and South Africa, while smeil in comparative
tarms, showsd an fncrease of $18.2 miflion or 41.3% on the prior
vear Thase resulls are discussed n more datail on pages 10 17.

by 24 8% or $33.7 million compared with 2002. This decraase
reflects the reduction in higher margin North American systams
and Australian plaiform and conversions revenus partizlly offset
oy the growth in lower margin Japanese revenua,
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The net interest charge for the year fall marginally from $16.9
million o $15.8 million. Interest income increased by $2.4 million,
reflecting higher cash depasits but was offset by increased
interest expense resulting from higher effective inierest rates ang
average debt levels.

Peported earnings per share dectined fram 17. 7 cents in 2002
10 a loss of 22.2 cents. On & pre one-off adjustments basis,
earnings per share were 11.7 cenis.

T
iax

e effective, pre one-off adjustments, tax rate for the ysar of

1.4% difters from the Australian statutory rate of 30% due to
permanent differences including non-deductible amortisation
casts, withholding tax on the repatriation of overseas dividends
and overseas tax rats differentials.

The Company's result for the year placed the Australian
business in a tax loss position resulting in virtuadly no tax being
payable for the yaar. In the absence of unforeseen evants, the
Company expecis 1o uillise these tax losses over the next year

As a result of tax losses arising in the vear, the Cornpany
had insufficient franking credits available to fully frank the final
dividend for the year. Given the internalicnal structure of the
Company and the increasing proporiion of offshore eamings. it is
not possibie af this point (o reliably determine the aextent {0 which
future dividends will be frankad.

One trme
Asa result of a number of decisions taken during the year
together with the asset and liability review announced in
November 2C03. a number of one-off adjusiments, otalling
$160.0 million after tax, have been recognised in the year. It is
important to note that these one-off adjustments will have little
effect on the future cash flow of the Company.

L EEEE
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Fhe one-off adjustmants comprisa:

Areassessment of the carrying vaiue of the Casino Data
Systems ("CDS*) goodwill, the Company's U.S. casino
management systems and stepper business ($86.3

millicn, pre and post tax). This adjustment was necessary
dus o the deterioration in ihe performance of COS during the
second haif and the revised outlcok. While initiatives were
commenced during the second hali to rectify legacy issues in
the existing systems business, re-launch the business's
stepper product and Increase utilisation of is Wide Area
Progressive {"WAP®} licence, COS is unlikely to defiver
significant profit growth in the short term.

As a rasult, the Company has baoked an agjustment (o the
carrying value of the CDS goodwill. There is no cash eflect
from this one-off adjustment. There will, hawever, be a
reduction in the on-going amortisation charge of
approximaiely $5.0 million per annum. In addition to the profit
and loss charge, a further $71.9 million has been charged 0
the foreign currency transiation resarve to revalue the CDS
gaodwill gt the curreni exchange rate as required by
Australian Accounting Standards.

$19.5 million ($12.6 million post tax) following the clarification
of the Company's rights and obligations under prios
contractual arrangements with its Peruvian distributor,
Corporacion Meier S A.C. This was in ling with the
announcement provided to the market on 18 November
2003,

At the time of re-negotiation of these contracts, the
Company applied its updated revenue recognition guidelines
10 the revised agreemenis, resulting in previcusly
recognised revenue being transierred to deferred revenue.

The balance of the one-off adjustment reflects costs
associated with concluding the revised agraemants, net of
cash payments received between the dale of re-negotistion
and 31 Decernber 2003. There is minimal future cash effect
of this charge. Future reported profits will benefit as deferred
revenue is recognised as cash is received,

Costs associated with the restructuring of South American
cantracts announced in the first half, totalling $21.4 millien
($14.0 milifon after tax). There is no fullre cash cr profit effect
from this one-oif adjustment.
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Provisianing for cbsolete and excessive fnventoriss of $27.6
mifiion ($18.3 million after tax). This adjustment, pari of

which was bocked and announced in the first half, results
from a re-evaluation of the Compary's product range and the
likely realisation of inventory holdings going farward in light of
the expected launch of newsr genersalion technologies. There
is no iuture cash or profit impact of this adjustment.

Additianal provisioning for doubtiul debts in the American
susiness of $8.8 million {85.7 million after tax), part of which
was bocked and announced in he first half. There is no
future cash or profit impact of this adjustment.

i3 A write-down of land and buildings totalling $5.5 mitlion

($4.5 million after tax) resuiting from independent
assessments of the racoverable amounts of the Company’s
freshold properties. The charge 1o the profit and loss
account is afier applying 0.7 milion against the brought
forward asset revajuation reserve. This ons-off adjustment is
non-cash and will have a negligible impact on future results.

7y A S$7.4 million {34.8 million after tax) write-down of the

carrying value of inteflectual properfty rights previously
recorded in the balance shest. This non-cash adjusiment,
which was announced at the first haif, has been made to
more appropriately reflect the fuiure value of the incoma that
the Company expects to derive from using these fights.

Cosis associated with resolving legacy issues in the us.
systems business, totalling $2.6 miltion {$1.7 million after tax).
These costs, which were announced at the first haff, were
incurred and paid during the year.

Redundancy and lermination costs totalling $3.7 million ($2.4
million atter {ax). resulting from management changes inthe
U.S. ang Austraian businasses which were announcad at the
first half. These costs, which have no impact on future profits,
were predaminantly incurred in cash during 2003 with the
balance payable during 2004,

(10 Other asset write-downs totalling $4.8 million ($3.9 million

after tax). including the write-off of the TGS goodwill
announced at the first naif and adjustments ta the carrying
value of participation machinas in the U.S. These non-cash
adjusiments do not have any significant impact on fuiure
reported (esuits.

{117 Adjustmenis 10 tax expense totalling $5.8 million relating 10
pricr year ransactions. As deferred tax liabilites crystalise
and tax losses are utilised, this adjustment will result in tuture
cash cutflows.

Collactively, these one-off adjustments have no impact on the
Company's banking covenanis.

Sratament of financial posiion

Individual 2ssets and liabifities denominated in foreign currency
have been impacted by the strengthening ot the Australian Dollar
during the year, although in net terms the impact before the
foreign exchange revaluation of COS goodwill amounted 1o only
$6.3 million.

Working capftal fail from 30.3% 10 11.1% of revenuse rsflecting
ths increased focus on cash managsment, foreign exchange
translation impacts and increased inventory provisioning.

The reduction in intangibles largely results fram the write-
down of CDS goodwill of $86.3 million (discussed under one-cif
adjusimants above), the revaiuation of goodwill carrying values
using curreni exchange rates and the annual amortisation charge.

Current and deferred tax assets have increased by an
aggregate of $39.1 million largsly due fo tax losses and timing
gifferences. some of which resulted from the one-off adjustments
booked during the year. Tax payable has increased by $31.1
million reflecting higher tax liabilities on trading profits in Japan
and Eurape.

Deferred revenue (included within other current and non-
current liabifities) fell from $80.4 million to $62.0 million. This
reducticn primarily results from changes in foreign exchange
rates. The closing balance comprises $37.2 million relating to
South American contracis, outstanding Vaiue Added Customer
Agreements {"VACA) and prepaid conversions in Australia
of $10.3 million with the remainder being ravenue raceived in
advance in Narth America and Europe.

Curvent provisions have decreased as a resuit of the change in
accounting for dividends as noted in the Financial Statements.

in averall terms, net assets fell from $298.1 million 1o $218.7
millian. This recuction primarily reflects the loss for the year
and the revaluation of the carrying value of goodwill to current
exchange rates in accordance with Australian Accounting
Standards. Net tangible assets increased marginally from $143.5
million to $148.0 million over the year.
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ey strategies dusing the year was {o
improve cash management. This increased focus rasulied in 2
significant improvement in cash from operations which incraasad
from $79.0 million to $204 .4 miflion during the yaar, & highlight of
the year's performance.

Streng cash flows enabled the Company io repay its bank
debt during the secongd half, leaving only the U.$.$130 miffion
convertible bonds and a nominal bank loan outstanding.

The movemsant in net debt (bank and other debt pius
~enveriible bonds lass cashy), after sliminating torsign

‘change mavemants and separaiing out the impact of ong-off
adjustments. is set out below:

2063 2002
§ million & million
Net debt - opening balance (292.1) (290.6)
EBIT pre cne-off adjustmants 10358 137.2
Depreciation and amariisaiion pre ons-ofl agjustments 399 36.8
EBITDA pre one-off adjustments 143.4 174.0
Net loss on sale of non-current assets 07 0.1
Net foreign exchangse differencas 201 5.0
Interest paid {16.5} [16.9)
MNet tax (paid) / refund . 8.1 62.7)
Cash impact of one-off adjustments (4.7 -
Change in operaling assets and liabilities 54.3 (20.8)
Net cash inflow / (outflow) from operating activities 204.4 78.0
Net cash inflow / (outflow) irom investing activities {21.8) (59.4)
Share issues 9.3 4.8
Dividends paid (33.1) (49.7)
Mavement in net debt 158.8 {25.5}
Effect of exchange rate changes on net debt B3.1 24.0
et debt - closing balance {70.2) (292.1)




Improved working capital reflecting the focus on cash management
contributed $54.3 millian to cash from operations with the balance
primartly generated from trading activities. Net ather operating
cash flows, including those related o one-off adjustments, were
relaiively immaterial, The net inflow from the working capital
reduction and the nat tax refund {versus a nat payment in 2002)
were the key drivers of the significant impravement over the prior
year.

The net cash ouiflow from investing activities fell $37 .6 million
10 $21.8 million reflecting in part non-recurring expenditura in
the prior year. In this regard, 2002 cash flows included capital
expenditura in refation 1o the establishment of the Company's
U.S. head office in Las Vagas and the $16.5 million cost of the
Hanson acquisition. Furthermore, investing cash flows in 2003
benefited from the proceeds of sale of the Balmoral prapery.
Approximately 80% of the year's capital expenditure of $30.6
million refates to participation unit placemenits in the U.S.

The Company benefited from the strengthening of the
Australian Dollar during the year which resulted in a $63.1 million
raduction in the Ausiralian Dollar value of its foreign denominated
net debt.

The cash flow in the stefutory format is set oui in the Financial
Statements.

Dividends

A final dividend in respect of the year endsd 31 Decembar 2003
of 3 cents per share ($14.1 million) has been declered and was
paid on 24 March 2004 1o sharsholders on the register at 5:00pm
on 10 March 2004. The dividend was franked to the extent of
40%. A fully franked interim dividend of 3 cents per share (313.8
million) was paid on @ Sepiember 2003 in respect of the six
months ended 30 June 2003. The total dividend paid and payable
in respact of the 2003 year is § cents per share.

A final dividend In respect of the year ended 31 December
2002 of 6.5 cents per share ($29.7 million) was paid on 18 March
2003. That gividend was fully franked. .

The Dividend Reinvestment Plan ("DRP™) will operate in respect
of the final dividend far the yaar ended 31 December 2003. it aisc
operated in respect of the interim dividend paid on & Sepiember
2003 and the final dividend in respect of the 2002 year paid on

18 March 2003, The Directors intend 1o exercise their discretion
under the rules of the DRP to amend the DRP issue price for the
purposes of the 2003 final dividend because they consider it wil
be appropriate to preserve equity between those participatmg in
the ORP and shareholders wha da not participate. The DRP prics
(before discount) determined in accordance with ihe DRP will

be adjusted in lignt of the average of the daily volume weightec
share prices on the five Business Days following the Record Dale.
A discount of 5% will then be applied io determine the final DRP
issue price.

Banki ;

During the year, the Company ook the opporiunity to rationalise
and re-negotiate its banking faciities. In doing sc. the Company
reduced its averall banking facilities available o $137.8 million at
31 Decernber 2003. The Company is canfident that given the
strong cash generation of the business and the substaniial cash
on hand which totalied $104.0 million at year end, these facilities
are adequate lo mest the on-going requirements of the business.

Dabt ratios

The Company’s prima facie debt ratios for 2003 have been
distorted by the one-off adjustments referred to above. Pre one-
off adjustments, interest and debt coverage ratios remain very
strong:

2003 2002
Debl/EBITDA* 1.2% 21X
Net debl/EBITDA* 0.5% 1.7X
ERITDA® finterest expense 6.8X 87X
Debtfequity 79.7% 91.0%
Net debtfequity i 32.1% 73.4%

* Dre one-off adiustrents

For financial managemant purposes, the Company pays
particular attention to the interest cover ratio as it reftacts the
abllity of the Company 1o service its debt and is regarged as
more televant than gearing calculations.
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Cradit rating

Standard & Poor's reviewed the Company’s credit rating twice
during the yaar, resulling in its credit rating being lowered from
BB+ at the start of the year to BB-. The Company is disapnointed
al this outcome given its strong cash flow generation and

conservalive interest and debt coverage ratios going forward.

Forsign excharnges
The Company applied exchange rates prevailing at the year and
in translaling the overseas halance sheets of controlled entities at
1 December. Generally, the Company transiated profits earned
Jftshore at the moenth end rate for each month.

in Japan, the Company's revenue and costs are predominantly
Yen based. Local profitability is not. therefore, significanty
impacted by changes in foreign exchange raies, although the
business’s Austratian Dollar iranslated profits vary as foreign
exchange rates change. Eisgwhere. the current mix of the
Company's offshore eamings and underlying currencies of its
major Input COStS provide to some degree, natural hedges over
time against adverse movemants in foreign exchange. Howaver,

timing differencas may resuit in short-term impacts on profiiability.

The degree to which natural hedgas operala effectively will also
vary as the mix of the Company's business and underlying input
casts change:

Despite the existence of natural hadgas reducing the impact
of foreign axchange movements on profitability, the Company’s
reported rasults wil siill be subject to fluctuation at individual
reporied income and expense levels as the Australian Dollar
iranslated equivalent of foreign Senominaled amounts vary as
exchange rates changs.

Foreign exchange rates comparad with 2002 for key
cufrencias are shown below:

2003 2002
AUD: Year end Year end
USD 0.7528 0.5645
JPY 81.60 67.46
NZD ' 1.1588 1.0810

Accountingg andd repoding deveiopments

The Company is supportive of accouniing and reporting
developments which enhance the comparability and relevance
of financial reporting, both in Australia and internationally.

Tha Campany intands o implement the requirements of new
accounting standards and ofher reporting requirements at the
earliast opportunity. In addition, the Company is committed

1o keeping investors fully and promptly infarmed of imgortant
matters affecting the Group.

In the current year, the Company has impiemanted the
requirements of revised accounting standards, including
AASB 1028 Employee Entitlernents and AASB 1044 Provisions,
Contingent Liabilities and Contingent Assers. Details of tha
impact of these changes are set out in Note 1{x} of the Financial
Staternante.

The Company has been evaluating the impact of the planned
introdustion of International Financial Reparting Standards which
will first impact the Company's reperted resulls from 1 January
2006. At this stage, pased on draft pronouncemenis, the most
significant impacts on the Company's financials of the adoption
of International Financial Reporting Standards are expecied (o
be in relation to the accounting for goodwill amortisation. taxation
and the expensing of employes oplion plan costs.
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as at 27 February 2604

Size of holding Cpticnhaolders @ Shareholders @ Number of shares # % of issuad capital
1-~1.000 N 5,433 3.285.438 0.70
1.001 -~ 5,000 11 8.9G0 22,055,188 4.69
5,001 -~ 10,000 3 1,828 13,771,851 293
10,001 - 10,000 81 1.361 31388762 8.67
100,000 and aver 17 125 399.887.243 85.01
TOTAL 122 17,847 470,386,484 100.60

11t The Company has an issue 130,000 US$1.000 Convertible Subordinated bearer bands {see MNote 23 to the Financial

does not have the details of the holders of the bonds, which are not listed
{7} Al opticns issued under Arisiocrat’s Employse Share Option Plan *ESOP” (the *Plan”) 10 take up ordinary shares in the Company subiject o the

ruies of e Plan are unguoted and non-tran
'3 There is only one class of shares
143 There were 728 hoiders of fess than a marketable parcel of shares

Sushystanti

3

erable. {For details of the Plan, refer Note 34 1o the Financial Slatements)

Statements). The Company

Name Number of shares® % of issued capital®
Thunderbirds Ars Go Pty LiId 32,454,844 8.20
Writeman Pty Lid 32,276,160 8.86
Serioso Ply Lid 32,210,772 8.85
Maaku Pty Ltd 24,373,432 5.18
Capital Group 23,644,128 5.03

1 As disclosed in ast notice raceived
& The percentage set cut in the notice is calculated on the lotal issued capital of the Company on the day the notice s lodged

ATIRT AAGAL DEMAT Sty { n
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Total number of sharshoide! 17,647
Tolal number of shares issusd: 470,385,484

ame Number of shares % oi issued capital
1 Westpac Custodian Nominees Limited £9,128,436 14.71
2 National Nominees Limited 43,632,833 8.28
3 ANZ Nominees Limited 24,448.72 5.20
4 CJHA Pty Limited (CJHA Family A/C) 17,176,752 3.65
5 Maazku Pty Lid {HMHA Family A/C) 16.373.432 3.48
8 Writeman Py Ltd (PLHA Family &/C) 16,276,160 3.46
7 Thunderbirds Are Ga Pty Ltd (SOHA Family A/C) 15,858,767 3.3%
8 Serioso Piy Lid (GGHA fFamily A/C) 15,810,772 3.38
3 JP Morgan Nominges Australia Limited 15,621,048 3.30
10 Arminella Pty Limited (SJHA Family A/C) 14,340,000 308
11 ECA 1 Pty Ltd (CA Family A/C) 12,077.822 257
12 Citicarp Nominges Pty Limited 11,938,559 254
13 AMP Life Limited 9,740,007 2.07
14 Margarete Pty Ltd (MCA Family A/CY 8,377,316 1.99
15 Niako Investments Piy Lid 6,426,944 1.37
16 Writeman Pty Ltd {The AEA Childrens A/C) 5,000,000 1.28
17 Writeman Pty Ltd {(The AJA Childrens A/C) 6.000.000 1.28

1 Thunderbirds Are Go Pty Lid (The Gardeners A/C) 5.687.761 1.21
19 ANZ Nominees Limited 4 4.780.350 1.02
20 Resarve Properlies Pty Lid (NBF Invesiments A/C) 4,887,014 0.99
TOTAL 328,442,316 69.20

YCling 1

The votmg nghts attaching o ardinary shares are that. on a show
of hands, every mamber pressnt in person of oy proxy has one
vote and upon a poll, each share has one voie. Optionholdars
and converiible bondholders have na voting rights.

Anstocrat Leisure Lmned and its subsujuar;e*‘ could be suojem
to disciplinary action by gaming authorities in some jurisgictions
if, after receiving notice that a person is unsuitable o be a
shareholder, that person continues 1o be sharehclder, Because
of the importarice of licensing and autharisation to the Company
and iis subsidiaries, the Constilution containg provisions that
may require marmbers 0 provide infarmation and also gives

the Company powsars to divest or require diveshiture of shases,
suspend voting rights and withhold payments of cartain amounis
to shareholders or other persons who may be unsuitabie.

Sharaholder & o
You can access m1ormauon about Aristocral Leisure Limited and
‘our hotdings via the mtemet.
Arigtacrat’s web site, anaw s, has the latest
information on Compamy arnouncements presentatnom and
reparts. Sharehalders may aiso cormmunicaie with the Company

D

viz its website. In addition, thera is a link to the Australian Stock
Exchange to provide the current share price.

The Company's share regisiry, ASX Pematual Registrars
Lmrt'\d manages all your shareholding details. Visit
+and access a wide variety of holding
mformahm, make changes to your holding recard and download
farms, You can access this information via 2 security fogin
using your Securitynolder Reference Number ("SRN"} or Holder
ldentification Number ("HIN") as well as your surnams and
posicode (as recarded on your holding staterment),

sy DAY NG

Yuu are remindad to bark your dividend cheques immediately.
You may arrangs fo have the share regisiry bank your dividends
far you to any nominated bank, building scciety or credit union
account within Australia. Coniact the shars registry (contact
details set ot on page 92 or visit iis website to oblain a Request
far Direct Credit of Payments form, Dividend monigs that are not
banked are required to be handed over (o the State Trusiee under
the Unclaimed Monfes Act 1995,

As an alternative, sharehoiders may consider participation in
the Divideng Reinvesimeant Plan ("DRP7} in respect of all cf part
of their holding. Forms to participaie are available from the share
registry.
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The following is a description of the Company's main corporate
governance principles and practicas in place during the year
under raview with a commantary on areas of non-compliance with
ihe ASX Corporate Qovernance Guideiines.

BOARD OF DIRECTORS

The primary role of the Beard is to optimise Company
performance and inCrease shareholder wealth by:
determining the Cornpany’s strategic aims;
appoiniing the laadership to put the aims into effecy;
monitoring the management of the business;
{¢fy monitoring - the performance of the Group
- the performanca of the Chief Exscutive and the
senior managersnt team
- communication with sharehclders
- compliance with key policies, regulations and
controls;
reporting o sharsholders on their stewardship;
{#* ensuring that a proper system of contrals, information and risk
management systems and legal cormpliance exists; and
{0y reviewing its own perfarmance.

The Board has approved a charter of the matiers for which #
is responsible and the powsrs reservad to it and the charter is
published on the Company's web sfte at’

As soon as the Company’s Governance Principles document
has been completsd, the Committee Charter will alsc be
published on the web site.

Due to the restructuring of the Board durmg 2003, the Board
has not carried out a revisw of its own parformance but intends o
do sa duwring 2004.

{a} The Board should comprise members with & broad range

of skills and experience. Experience in international business.
garning. marketing. finance and technology is particularly
valued bacause of the importance of thesz arsas to the
Company's future development.

Jjovernance

: The Board currently comprises six Non-Exscutive Directors
{and cne Executive Direclor; their skills and experience
{which are sel out on page 35) include international business,
gaming and entertainment. finance and Government and
compliance, Mone of the Non-Executive Directors has, in the
opinion of the Bagrd, any other signiticant business or other
links to the Group. which could materially interfere with the
exercise of their independent judgement. The Non-Executive
Directors are therstfore ail independent.

: The Chalr of the Board and of each of its three Committees is
an independent Non-Executive Dirsctor. The positions of Chair
and Chief Executive Officer are not held by the sams person.,

i Directors retire from the Board after 12 years service.

The conditions of service for Non-Executive Direciors &

embodied in a service agreement with the Company.

The Board and the Audit Commitiee review all related party
transactions and Directors’ relationships reguiarly - if they
concluds ihat a particular transaction or reletionship is immaterial
to all of the Company. the other party and the Directer involved,
they may conclude that the Director’s independence is not
compramised. '

Non-Executive Directors are paid a single fea for all Board and
committes work which recognisas not only the work thev do but
also he impositions of the strict regulatory environment within
which the Group operates. The current fee for the Chairman is
$220,000 per annum, for Non-Exscutive Directors resident in

the United States, USE70.0C0 per annum and for Non-Executive
Directors residant in Australia, $100,000 per annum. The Chalr
of the Audit Commiltge receives an addilional fee of A320,000
oer annum, the Chalr of the Regulatory Compliance Commiitee
an additional fee of US$15,000 per annum and the Chair of the
Compensation & Nomination Commitiee an additional fee of
AZ10,000 par annum, The Board has determingd these fees after
sesking extemnal advice in Australia and the United States. There
is no performance-selaied component in the fees.

2
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The Board is assisted in fulfilling its responsibiliies by three
committess whose terms of reference are summarised below
- the Audit Commities. the Compensation and Nemination
Commitiee and the Regquiatory Compfiance Committes. The
Roard has aiso approved the establishment of a Risk Review

Commities comprised principatly of senior axecutives bul with the

right for any Director to attend.

o e

Mirectors must resign should a Gaming Authorfty require them to
y 80 or shauld their position as Director raise the possibility of a

centravention of a Gaming Law or of the withholding, revacation

or withdrawa! of a Gaming Licence. ’

Dirsctars have the right, in connection with their duties ang
responsibilities as Directars, {0 seek independent professicnal
advice at the Company’s expense, subject fo prior consultation
with the Chaifman and to the Company also being provided with
a copy of the advica.

The Board has rasoived to terminate the existing retirement
aliowances benefit with effeCt from 4 May 2004 on the basis
ihat Direciars appointed after 30 June 2003 are not entitlad to
such an allowance; it is expected that Directors’ fees wifl rise
as a consequence and the Board intends 10 seek shareholder
approval for an increase In the amount allocated for Directors’
iees. Entitlarments to retirement allowances acciued at 4 May
5004 will be frozen, indexed to the Consumar Price Index and
only paid out on the retirement of a Director from the Board.

CHARTERS AND COMPOSITION OF COMMITTEES

o~

s

Under the charter of this Committee, its main responsibiitias are

Q-

‘%1 review and assess the adequacy of the Company’s financial

risk management policy and precedures and internal controls;

eview annual and half-yearly accounts and accounting

policies and practices;

manitor compliance with laws and regulations;

eview the scope and terms of engagement of the external

audit and ansure sffective and sfficient audits are undartaken:

| review non-audit transactions carried out by the auditors and
assess any likely innpact on their conduct of the audit or their
independence;

# review the scope and conduct of the internal audit function;
and

+ monitar the standard of corporaie conduct in relation to

related party transactions and conflicis of interest.

The Committes currently comprises David Simpson as e
Chair, John Pascoe and Sill Baker. Datails of the qualifications of
members of the Committes and their attendance at meetings is
cet out in the Director's Report (pages 35 10 42). The Committee
will maet as frequently as required but not less than four timss

a year in future. The Chiet Executive Officar and Chief Financial
Officer have the right to atiend and te heard &t meetings of

the Committee. The Company Secretary is the secretary of the
Committee.




The role of this Committes is to review and make
recommendalions to the Board an remuneration policies for

the Group and on compensation packages for Board members
and for the Chief Executive Officer and his direct reports. The
Committes is also respongible for reviewing the parformance,
size and structure of the Board and for making appropriate
recommendations ic the Board, including selecting a shortlist of
suitably qualified candidates when a need ior new Non-Exacutive
Directors is identified. The Committee can seek assistance from
external edvisers in preparing its recommendations,

The Committee currently comprises Penny Morris as the Chair,
John Pascas and Alan Sieelman, The General Manager, Human
Resources. has ihe right to attend and be heard ai meetings of
ihe Commities. The Company Secretary is the secretary of the
Committee.

This Committee assists the Board and the executive in
obtaining information nacessary 1o make decisions in hiring,
regulatory compliance and entering into or continuing business
associations. It reviews existing and proposed business
undertakings for regulatory campliance, conducts investigations
as appropriate and makes recommendaifons to the Board. It
meets as frequently as required but not less than efghttimas a
year.

Committee members are appoinied for two years by the Board
and are subject (6 approval by ceriain Gaming Authorities. The
current five members are Bill Baker (Non-Executive Director and
former Assistant Director of the Federa! Bureau of Investigation)
as the Chafr, the Company Secretary, John McCaffarty, {formerly
Vice-President of Compliance, Asistocrat Technologias, Inc.),
Grant Snowden (Business Assurance Manager of the Company)
and Walter Stowe (Vice-President, Compliance and Regulatary
Liaison, Aristocrat Tachnologies. Inc.). The General Manager,
Legal & Compliance has the right {o attend and be heard at
meetings of the Committee. Mr Snowden acts as the secreiary of
the Commitiee.

Fasd
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AUDITOR INDEPENDENCE AND RGLE

The Board strongly supparts the principle of the independence
of auditors. It has adapied three principles to reinforce their
incependence:

+ the auditors should only be used for non-audit services
where it is in the interests of shareholders to do so;

+ the Audit Committee will review any non-audit services
provided by the auditors for possible impact on their on
their independence or judgement; and,

» the audit pariner should be rotsted every seven years.
The auditors have endorsed this priciple. Since the close of
the year Board has reduced this to five years.

The Audit Committes review the independence of the auditors at
least twice a year.

The Company expecis the auditor to attend the Annual General
Meeting of shareholders and to respond o questions relating to
the conduct of the audit and the auditor's role.

HISK ASSESSMENT AND MANAGEMENT

The Company has in place a risk management system to ensure

that business risks are identified and properly managed and to

safeguard the Company's assats. Amoengst the more important
coniral mechanisms are:

+ policies and procedures to manage financial risk and treasury
aperations including exposures to foreign currencies, financial
instruments and derivatives,

« guidelines and limits for capital expenditure, investmsnis
and the execution of contracts;

e agroup-wide regulaiory compliance programme supported
by approved guidelines and procedures (documented
to 1SO 8000 standards) covering licensure, environment,
occupational health and safety and workplace ang
empioyment practices;

+ acomprehensive insurance program backed up by
external risk assessment surveys; and

« areview by the Risk Review Commitiee.

The terms of reference for the Risk Review Committes are to:

{&1 monitor existing or emerging risks and management
procedures and policies;

i review risk control measures and practices throughout the
Company. including the insurance program;

ici determine whether any announcement needs 1o be made
io the market io ensure that the Company's guidance to the
markel reflects current frends in the business and that the
market is fully nformed; and.

ich pericdically, or when necessary, report to the Audit Commiitee
and/or the Board.




Trie membership of the Committee comprises the Chiet
Executive Officer, the Chief Financial Officer, the Intarnal Auditor,
the General Managers of Marketing and Cormmunication and the
Company Secretary. The Committee meels monihly and minutes
of its proceedings are provided to the Board.

The Company Secreiary acts as the secretary of the
Commiltee. Maniagement provides regular reporis 10 the Board,
the Bisk Review Commitiee and as necessary to the Regulatary
Compliance Committes on these matlers.

The internal audit function is a vital component of the risk
management system. During the year, & new Intemal Auditcr was

recruited externally to strangthen the function and. since year end,

tha Board has decided to cutsource the intarnal audit function i
Deloitte Touche Tohmatsu with an appropriate budget atfocation.
The Company's risk management policy and internal controt
system is currently under review and is not therefore published on
the Company’s web site.

COMPANY GOVERNANCE POLICIES

The Board is currently reviewing the document comprising its
Corporate Governance Principles. Such review may lead t©
changss in some of the practices disclosed in this statement.

AT IART ArnUR, SEPORT AT

The Company has written policies and procedures 10 deal with
the Company's disciosure obligations which ara published on
the Cormnpany's internal web site and requiarly recirculaied to
senicr exacutives. The policies and compliance with them are
reviewed from time 1o time by the Risk Review Commiltee as part
af the Company 's risk management program. There are also’
written policies on the confidentiality of Company infarmation
and eommunication with media, analysts and shareholders.

The Campany’s communication strategies are currently being
reviewed with external assistance. The Company continually
revisws its communications practices in discussion with its major
shareholders and strives to improve its practices. it encourages
shareholders to provide e-mail addresses to assist speedier
communications.

2. radis et 5

The Company's policy is that Directors and senior executives
may only deal in the Company's shares petween three and 30
days after the refease of hatf-yearly and yearly rasults, after the
release of the annual report and after the annual general masting,
unless otherwise prohibited by law. The policy is published on the
Company's internal web site and regularly recirculated to senior

exgcutives.
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The Company is currently raviewing its remuneration policy in line
with current standards. The raview is basad on the need 1o recrult
and retain appropriately skilled employees. to pravide competitive
remuneration and appropriate short and fong-term incentives far
exceptional performance. The Board believes that the long-term
component of remuneration should be based upon a form of
equity-based incentive in order to align the interests of employess
and sharenolders. The Company does not lend money o
employaes for any purpose including the exercise of options of
the purchase of shares in the Comparny.

The costs of the existing remuneration practices of the
Company are disclosed in Note 36 to the Financial Statements.

[8]]

s they were appointed late in 2003. the CEO and CFO will

ot be expacted to provide the ceriificates contempiated by
Racommendations 4.1 and 7.2 of the ASX Corporate Governance
Guidelines in respect of the 2003 reporting period but will be
required o do 50 in respect of 2004 and subsequent years.

Because of the regulatory regimes within which the Company
operates. it has procedures in place to receive and investigate
complaints of improper. behaviour and breaches of controls
including anonymaus compiainis. These will be incorporated in a
formal *Whistleblower” Charter during 2004.

t3 H P

timing

Zinical standards end codo of &
The Board has adopted a Code of Ethics which applies o
Directors as well as to employees. The Cade is widely displayed
throughout the Group's premises and is reinforced through
training programs and Group publications.

The Code imposes on all Directors, employees and
consultants, the following duties, being to:
act honestly, fairly and without prejudice in all commercial
dealings and conduct business with professionat courtesy
and integrity:
work in & safe, heallhy and efficient manner, using their skills,
time and experiencs 1 the maximum of their ability;
co-operate with any regulatery body or law enforcement
agency investigating the Group in the reasonable
performance of its dutias relating to gaming regulation;
understand applicable laws and regulations and treat
compliance with therm as essential,
comply with applicable awards. Company policies and job
requirements;
not knowingly make any misleading statements to any Person
or be a party fo any improper nractice in relation fo dealings
with or by the Group:
3 ensure that the Group’s fesources and property are used
properly; and
not disclose information or documents relating o the Group
or fis businesses other than as required by law, Aot o make
any public comment on the Group's affairs and not 1o misusa
any information about the Graup of ils associaies.

ASX Corporate Governance Gu
The Company supporis the introduction of the ASX Corporate
Governance Guidefines and has moved to comply with them
as far as possible, alinough not obliged 1o do so untit the 2004
calendar year.
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DH Randati Anpoimed Managing Divecior acd Crief Exaculive Offices in July 1988, FOMer Chiel Execuive Oficer Memier of
Age &7 Chairman ang Managing Direclor of NCR Ausiraiia Ply LI former Chairman, Soulh Cempensation art Nominalion Commiliee
Paciic, ATET Emgioyment as Chvie! Execulive Offiner ceased on 4 April 2003 and i 4 Apil 2003,
as a Ditector on 22 May 2003,
P Draney Mominated July 1899, appsinied as Non-Executive Dirsctor eifecive Catober 1998, Chair of Zudi Commitiee unill 15 Aori 2003,
BSc Computer Indusiyy Exscutive. Joint Chigl Expcutive Gificar ¢f Aspect Compuiing Py
Age 54 Limied. Diracior of Grokenenad Wines Limited. Aesigned us Direcler 15 Aot 2003,
Princinal acivi whges NsEe 3 2

e principal activities of the Consolidated Entity during the

-elve months under review wers the design. development,
manulaciure and marketing of gaming machines, saftware.
systems anc other refated equipment and services.

Aristacrat’s objactives are to maintain a jeading pasition in
its raditianal markets and increass Aristocral’s revenue 0ase
globally. There were no significant changes in the nature of those
activities during the twelve months under review,

Dividends

A final dividend in respect of the twelve months snded 31
December 2003 of 3 cents per share ($14.1 million) has been
daclared and will be paid on 24 March 2004 10 shareholders on
the register at 5:00pm on 10 March 2004, The final dividend will
be franked to 40%. A fully franked interim dividend of 3 cents per
share ($13.8 million), as referred 1o in the Directors’ Half Year
Raeport dated 12 August 2003, was paic on § September 2003 in
respect of e six months ended 30 June 2003. The total dividend
paid in respect of 2003 was 6 cents par share.

Review A : ‘ g

A review of the operations of the Consclidated Entity for the vear
endad 31 Dscember 2003 appear on pages 1010 20 and pages
21 10 26, and farms part of this Director's Report. The gperaling
result of the Consolidated Entity attributable to shareholders for
the financial year ended 31 Decarmber 2003 was a loss of $108.0
million after tax.

Excent as outlined below and elsewhere in this report, theie werg
na sigrificent changes in the state of affairs of the Compeny
during the twelve menihs ended 31 December 2003

End - DEiance ©
On © February 2004, the Company announced that it was

named as one of the defendants in & patent infringement suit
commenced by an individual in the Nevada District Court.

Ragulatory approvals were recaived for Penny Marris and
David Simpson and they were formaliy appointed Directors of the
Camnpany on 13 Fegruary 2004.

Other than this, no material matters raquiring disclosure in this
EBeport have arisen subsequent 10 31 [Jecember 2003. To the best
of their knowledge, other than as set out abave. the Directors are
riot aware of any maiter or circumstance that has arisen since 31
Mecember 2003 that has significantly affected or may
significantly affect:

. the Consclicated Entity's cperations in future financial years,

* the results of those opsrations in future {inancial years; or
. the Consolidated Entity's state of affairs in future financial
YEATS.

YT
A

Likely developments in the opsralion

eyl

s of the Consolidated Entity

in fulure financial years and the expecied resulls of operations
ars referrad to in pages 1010 20 and pages 2110 28, and form
part of this report. The Directors helieve that disclosure of further
infarmation as 1o likely dsvelopmenis in the operations of the
Consolidated Entity and the likely resulis of those operations
would, in thefr opinian, be speculative and/or prejudice the
interests of the Consolidatad Entity.
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Directors’ attengsnce at board and oon

(Meetings attended/held)™

Hies mas

Diractor Boardi Audit Committee® Compensation and Regulaiory
* Nominaticn Committee™ | Compliance Committee

JH Pascoe e 32

1
PN Oneilet 3z - -
WM Baker | 12712 33 - 9/10
JPDucker | 1212 3/3 -
AW Steelman | 12712 | 22 141
DJ Simpson i 3/3 -
P Morris 55 22 11
Dt Randall 2/3 11 -
P Dranay 3/3 11 ~

43 There wers wo specia) Meetings of e Non-Execiive directers in March and April 2003 wihich all fve Non-Execut
and Steelman, aitended. There was a special meeting of the voling Non-Executive directors in Noveriber 2003 atler

i27 S Cohn was a member of h1e Augi Commitiee al the time of he February 10, 2003 meenng

£33 Thore was e meeting of the Campensation and Nomanaticn Comrities in 2063, All relavant giscus<ion 1ok ptace al Board level A meating was Neid in 2004, -

{4} Subiect to regulatory agproval

15} Note: allendance recorded in this tabie reflects the atiendance of members of
i respact of wi

meetings of which they ara membars (ncliuding mambers elect

N

GErS ang senid

rmeanis of Doard v

{iy Broad policy for determining nature and amount of

emotuments of board members
The emoluments of Mon-Executive Direciors are

delermined,

based on external advice, having regard G markst conditions,
the responsibilities of the positicns involved and the
regulatory ragime applicable {c the Group. There is no link

between Non-Exacutive Directors” remuneration
Company's perfarmance.

and the

{ny Broad policy for determining nature and amount of
emoluments of senior executives
The emoluments of senior executives (other than the CEO)
are approved by the Compensation and Nemination
Committee under a delegation from the Board, based on
extemal advice, having regard 1o market conditions and the
performance of the individuals and the Consolidated Entily.

d at Board meetings and altendarce of members of Commitees 4l commities
Gulato ey aporoval 1S pending)

{iiy Relationship betwsen policy and the Company's

performance

The remuneration packages for Executive Direciors and
exacutive officers includae incentive components relaied io the
performance of the Company, the performance of the relevant
business unit and the individual.

Ducker. Baker. Draney, Pascce
ascoe. Baker Ducker and Steelman

Sireclars, Messrs.
oed by Messrs, P

ASUSTOLIAT A SEROA T 4l



{iv) Details of the nature and amount of each element of the

emotuments of the Directors and each of the five named
officers of the Consolidated Entity receiving the highest

emoluments

Dirsctors and

jand =

FAGTOCRAT ARWIAL RERGRY g7ay I

~ resrest

ive clficars reces

ving

Notes | Salary/ Motor Bonus Super- Other QOptions Subtotal | Options Total
fees vehicles $ annuation | benefits® | granted % using ASIC | §
$ $ g $ during guidelines
year® § $

Diraztors
JH Pascoe & 144,745 - - 13.027 - -~ 157,772 - 187,772

‘N Oneile 74,083 - - 556 - ~ 74 638 - 74,638
WM Baker B 95,835 - - ~ - - 85,835 - 85,93,
JP Ducker # 176807 - - 18373 - - 188,180 - 186,180
AW Steelman a 43,002 - - ~ - - §3.002 - 93,002
OJ Simpson [ 45,048 - - 4,054 - - 44,102 - 48,102
P Morria o 32,868 - - 2.958 - - 35,827 - 35,827
Farmer Diratlors

P Draney d 29321 - - 2839 - - 31,860 - 31,860
DH Randall i+ 973,137 ~ - 11,888 913.013 - 1,887,738 243887 ¢ 2.141,526
SR Kame a 1,687 62 - 430,186 - 170,602 - 2328422 - 2,328,422
MR Newburg Q 1,136,589 71043 - 2887 41,850 - 1.262.478 37.444 { 1,288.823
MG lcaacs 408,755 29,033 145878 10.785 263,541 18,820 879.412 50.0v7 829,429
DE Barbieri 150,254 375585 454 631 15025 4.858 - 662,324 263.598 926,323
DP Creary 600,002 54,083 118,000 11,380 47 408 - 827.880 56,263 884,143

Execative femuneration is for the Consalidated Zntity - the parent entily Das ne employses
Ciher benefits fnclude tinge banefiis iax where applicable

% Optiane are valued using the TSR mosel the methadology forwhich is described pelow, Opions have tean valued using (he ASIC 'Guidgkdines 10 vaiumg oplions in ancual
Ciraciors’ reporis’ issued in Juna 2003

B

i

&

Diracior for the entire period under review and at ine Sate of this repon
o Diraciar glect - subiject 1o reguialony approvat
= Director as &t date of this rapod. Oirectar ior only pa of the pericd under review (rafer (o lable 1 ior dates of nominstion
i Cireclor resigned during period under review
Executive rasigned of terrmingled turing pericd under review, salary inclodes relirement penefits
This amouai Melides contractual entitements while employed and accommodation Danefite

The exectdive's amployment was lerminated duting the period and ne executiva Nas raceived accried slatrory and conyacied enfilaments

Cn 20 Fetvuary 2004, OP Cleary advised the Corrgany of his intention fo reiie effective 28 February 2004. in addition 10 his sistuldry entiiemants, the Diectors, after
receiving legal 2dvics, have 2gresd 10 pay wir Croay a rofrement benefil 1o1aling $880.00C.
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Yaiuation of options

An independent vaiuation of each ranche of options at their
respective grani dates has been performad by Deloitte Touche
Tohmatsu (“Deloitie”). In undertaking the valuation of the options,
Delaitie have used a Total Sharehoider Return model (TSR). a
madiiied version of the Merton Reiner Rubinstein Barrier Opfion
madel. It is called a "Barrier” model because it takes into account
that the options are subject to a performance hurdle. Deloitte
nave advised that it is more appropriate than the Black Scholes
or Binomial madels. This pricing modet takes into account factors
such as ths Company’s shere price at the date of the grant,
current price of the underlying shares, volatility of the underlying
share price, risk iree rate of returm, expected dividend yield

and time to maturity. The value of options has been allocated
equally over the period from grant date i vesting date (5 years).
This amount has been included in the executive remunaraticn
disclosures cnly; no amounts have baen axpensed in the yaar
ended 31 December 2003. Details of the ESOP and AESOP,
including grant dates and vesting conditions, are sat aut in note
34 {0 the Financiat Statements. '

Options aQver ¢
Leisure Limx
and 34ioihe e

The Company has one option p
Pian ("ESOP"). Options are granted for no consideration and
are exercisable, subject to performancs hurdles. at the market
price at the time of grant. The exarcise price of optians is fixed
at the weighted market price of the ordinary shares af the time
of grant with no discounts. The Company does not make loans
1o executives to exercise options. A total of 8,827,336 options
wera oulstanding at 31 December 2003, representing 1.9% of
ihe issued share capital; these have a volume-weighted average
exercise price of $4.4068 and would raise $39.3 million of new
capital if exercised. Allowing for amings on the new capital, the
effect on earnings per share wauld rangs frorn neutral to posilive,
depending on the assumed aarning rate.

A total of 7.952,336 options have exercise prices in excess of
the share price on 31 December 2003,

During the twelve months ended 31 December 2003, Arislocrat
Leisure Limited issued a tofal of 363,000 shares {0.08% of issued
capital) as a result of the exercise of 363,000 options with an
exarcise price of $1.3525 per share. An additional 160,000 shares
were issued on the exercise of options with an exercise price of
$71.7750 up to the date of this report. Thare is no amount unpaid
as the full exercise price was paid on all options exgrcised.

Atotal of 6,203,000 ESOP options lapsed during the period
from 1 January 2003 1o the date of this report as the holders
ceased to be employees of the options {apsed on the end of their
five year term. 1,650,000 ESOP options {0.35% of issued capital)
were granted during 2003 at exercise prices between $1.556 and
$3.16.

As at the date of this report. a fotal of 8,180,336 oplions
(equivalent io 1.74% of issued capftal} have been issued to 123
erployees under ESCR

E
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Anistoorat Exscutive Share Option Plan (AES0OPT;
The remaining 66,686 options issuad under this pqan were
exercised during the year and the plan has been closed.

Holdings of opticns of

Executive Number of Date granted Expiry dats Exercise price

agptions per option $

MG Isaacs 200,000 26/08/03 26/08/08 1.5597

100.000 6/09/59 6/09/04 3.3726

50.000 7/03/02 TR3/07 5.95831

£ Barbieri 20,000 6/05/99 6/09/04 3.3725

75.000 3/04/00 3/04/05 38125

350.000 7/03/02 7/03/07 5.8531

OP Creary 40,000 6/09/¢9 6/09/04 3.3725

80,600 3/04/00 2/04/05 38125

As ai the date of this repon, ¢

3
!
)
!
3
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The Company utilises electricity and compressed air {produced
by electrically driven compressors) for cabinet assembly
pUrposes,

Waste liquids used in the proGuction process inciude ofl,
plating and paint shop waste. Plating ang paini shop wastes are
treated before discharge into the sewer. The Company holds
trade waste licences lo discharge thase trade wastes as set out
below. The Company employs eight staff with enviconmental
control respongibilities.

Tne Comparny usas approximately 7 million KWh of enerqy in
its giobal manutfacturing operatians (4.5 million KWh in Australia)

d estimaies that it uses less than 3 miliion KWh of energy in its
emaining giobal operations (2.4 million KWh in Ausiralia).

The Company recycles both waste steal and trade-in machines
when possible. Trade-in machines are rebuilt’ by Jubilee, which
strips down the trade-in machines and reusas and/or refurbishes
as marny pars as possible.

The Company hetd the {ollowing licences/certificates and
registrations in Australia in relation to the financial year:

(s} WorkCover {New South Wales) and Enviranmentzal Protection
Authority (New South Wales) Licences for the Keeping and
Handling of Dangerous Goods and an EFPA Generators
Licence.

1 Trree Trade Waste Certificates issued by Sydney Water for
dischargss to the sewer from Plant 1, 2 and 3 respectively.
Tne Company regularly monitors effluent discharge 1o ensure
that the discharge fimits prescribed by Sydney Water are not
exceeded.

{z} Cooling Tower Registration
Cooling towers are cleaned requlerly in accordance with
NSW Department of Health recommendations.

The Company has received no complainis or notices undsr any
legislation or reguiations in relation to any of its activities
rom an environmental perspective.

The Directars are not aware of any environmeaniat issuas which
would materially affect the Aristocrat Group and beligvs thatf the
Company's snvironmental periormance has been satisiaciory
given the limited tmpact on the environment hat its activities
could have and the environmantal regulation {0 which if is subject.

nnr«/—;d n 3eon r‘\r\v‘ £

I o0om L’Dl“\ ?

r\.o proceedmgs have been brought on behalf of the Company
under section 236 of the Corporations Act, 2007 nor has any
application been made in respect of the Company under Section
237 oi the Corporations Act, 2007.

Rounding of amoeuntis 1o nearass thousand doliars
The Company is of a kind referred to in Class Order 88/0100
issued by the Austratian Securifies and lnvestments Commission
refating to the ‘rounding off' of amounts in the directors’ report
and Financial Report. Amounis in the Directors’ Report and
Financial Report have bean rounded off lo the nearest thousand
dollars in accordance with that Class Order.

This report is magde in accordance with a resolution of the
Direciors.

JH Pascoe
Direcior

24 Febyruary 2004




s and nsural HUTTES
The Company's Constitution provides that: "the Company must
indemnify every person wha is or has been a directar. secretary of
executive officer of the Company®. The liabilities coverad by those
indernnities are those arising as & result of the indemeified party
serving or having served as a Director, Secretary or Executive
Officer of the Company or of its subsidiaries but are restricted so
a5 not ic cover: (i) liability in respect of canduct involving a lack
of good faith; {i) conducl which an indemnified party knows (o

e wrongiu!; and (i) liability which arises ot of a parsanal matter
of the indamnified party. The Company renswed its Dirsctors

and Officers Insurance policy in respect of insurance cover of
Directors and officers; it is primarily a Company reimbursemsnt
palicy. The premium paid and the terms of cover secured by

that premium are contidential undsr the terms of the (nsufance
contract. The assets of the Consolidated Entity are adequately
insured ior reasonably foreseeable contingencias, in ling with
normal business praciices.

Envirenrrental reg o

The Company's operations have a limited impact on the
anvironment, The Company manufactures gaming machines,
games and systems at its Rasebtery facllities which are zoned
Indusirial (4) under Local Environmenial Plan 114 and are the
subject of New South Waiss and Australian Federal Govermment
srvironmental legisiation. The Company integrates (assemblas)
machines in Las Vegas, Nevada. Machines are also assembled
under contract in Japan.

Gaming machines are manufaciured from coated steel and a
composits material used to fabricate the door (which is fabricated
ofi-site by a contractor). The Company also manuiactures circuit
soards, 11-ing components purchased from third parties.

The Company does not emit any greenhouse gases {except
fom vehicles and emergency generaiors when in use) and uses
limited arnounts of chemicals in its manufacturing process. The
usa of chemicals is canfined o the Company's photographic and
screen printing operations, its paint shop and some assembly
arocessas. Chernicals are stored in secure storage areas.
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L 2002 2002 2001 2000 1988
Proftt and loss items
Total revanue (i} 965,226 976,462 778,033 548,033 328,897
ERITDA (35,352) 174,032 158,571 108,239 87,852
Depraciation and amaortisation 44,675 35,858 26075 14,728 14,150
EBIT (i) {84,027) 137,176 133,486 84,5810 £83.802
Net interest revenue {expensa) {15,788) {16.533) (5.663) 2,894 1,884
Operating profil/foss) betare incoms tax - {88,7¢5) 120,243 127 B3 97,504 85,888
Income tax attributable 1o operating profit 8,245 40,148 41,580 32,787 26,856
Operating profit/(oss) after income tax {108,040) 80,085 RE.253 84,737 58,700
Outside equity interest - 108 (243} 138 -
Operating profi/fons) atier incame tax attriduitable
1o Aristocrat Leisure Limited {106,048) 80,203 88,012 64,875 58,790
Dividends ~ ordinary 43477 54,731 54,386 46,505 25,236
Dividends - apecial - - - - 31,400
Total dividends 43,477 54,731 54,386 46,505 56,636 2
Balance sheet ftems ($000) f
Contribued equity 285733 248,020 232,344 72874 69,809
Reserves {70,081 8,824 303 {116) (147)
Outside equity Interest - - 229 {12) -
Retained profita 23,038 143,207 117,735 B6.108 67,730
Total sharehalders’ ecuity 215,878 308,061 350,611 158,655 137,401
Cash 193,893 70.281 15.024 31,388 28,958
Currenl assats ' 327,661 574,215 449012 196,078 151 676
Property, plant and equipment 108,498 135,010 120,043 72,648 66,6587
Inlangible Assets 70,640 254,801 254 453 5,140 8,518
Other non-current assels 120,297 136,430 130.588 23,854 18,407
Total assets 732,087 1,170,547 870,021 328.945 272227
Current payables 233,402 302,762 171,856 B4,272 60,875
Current nterest bearing liabiities 1,373 &.856 48,537 5,656 5,936
Current provisions 55,338 51,855 98,420 67,274 48,094
Non-current interest bearing liabilities 172,844 353,522 256,144 4,604 5,668
Non-curent provisions 17,292 24,109 5,038 3,232 2,332
Cther nan-current liabilties 33,158 31,382 37.415 5,252 1,800
Total liabililies 513,409 772,486 519.410 170,280 134,828
Net assets 218,678 388,061 350611 188,655 137,401
Other information
Employeas af year end Numbar 2,039 2,408 2.302 1,926 1874
Retun on Aristocrat shareholdiers' squity % {48.5) C204 245 40.9 42.8
Basic eamings per share (i) Cents (22.9) 17.7 186 -7 . 154 14.1
Net tangible assels psr share (i $ 0.31 0.31 0.21 038 0.31
Dividends per share - osdihary (i) ) Cents . 6.00 12.00 12.00 11.00 6.00
- special §i) Cents - - - - 7.50
Total dividends per share Cents 6.00 12.00 12.00 11.00 13.50
Divicend payout ratio % {41.0) 68.2 83.2 717 96.3
lssued shares al period end i) 000 470,226 456,271 451,237 422,615 418,611
Net debt (1) $000 70,226 262,087 200,657 - -
Net debt/equity ‘ % 32.1 724 829 - -

I}

£ Total teveriue as per Noge 2 1o the Financial Siatemernts
{ij 1399 figures have been adjusted (© show fiquras 0n 8 post Spit basis
Liiiy Currert gnd non-currenl boaowings net of cash assels




“We installed Aristocrat’s Cash Express games in a space
« 0N Our casino floor where participation games from other
vendaors had not performed. Cash Express isn't just beating
the games we've replaced; it is turning in win-per-day
. numbers four 1o five times what the other manufacturers’
games did. Aristocrat’s games have allowed us to maximize
our floor space in the best possible way — with high
~erforming, nighly entertaining games for our players.”
Bill Davis, General Manager of Casino Morongo near
Palm Springs, Califormia
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for the year ende

- Consofidatad Parent entity
2002 2002 2003 2062
Notes $'050 $C00 gone $000
Revenues from sale of goods 7 300,163 872,664 -
Revenues from services 2 Aeiﬂ 15 36,806 -
Total revenues from operaiing activities .- 81,284 f 869,470 -
Cost of sals of goods . {544,748) (434,957) -
Cost of providing services {72477 (84,554) -
Total cost of revenua L B17,228) 1510,481) -
Gross profit 444 CBY -
Other revenues from ordinary activities 2 6,862 8§7.794
Research and development costs L {53,408) (65.029) -
Sales, marketing and distibution csts L (185,722) (137.135) -
Genearal and administration costs <" {227,545) 114,675) (11,334)
Borrowing costs 4 {21,120) {19,919) {13,188)
Profit / {loss) from ordinary activities before e
income tax expense L (98,795) 120243 43,291
Income 1ax credit 7 {sxpense} 5 {5,245} {40.148) 8,007 2,808
" Profit [ {loss) from ordinary activities after income tax expense (108,040 80005 {100t} 46,100
Nel loss affoulale o outside equity interest - 108 o - -
Net profit / (loss) atfributable to members of S z
Aristocrat Leisure Uimited 27 {106,040) £0.203 46,100
Nei increase / (decrease) in asset revaluation reserve 27 {725) ~ -
Net Increase / (decrease) in foreign cumency translation reserve 27 L {78.200) 8,521 -
Adiustment resuling from change in accounting palicy S ] :
for providing for employee benefits .27 {354} - - -
Total revenue, expenses and valuation adjustments PR e )
attributable to members of Aristocrst Leisure Limited LT . -
recegnised directly in eguily {73,279} 8531 - -
Total changes in equity atiribufabie to the members of
Aristocrat Leisure Limited other ihan those resuiting from PR
transactions with owners as owners 88,734 {1001} 48,100
‘ Cents
Basic earmings per shere ot} .7
Dittrled earnings per share 38 17.8

The abave statemants of financial parformanca should be read in conjunction with the accompanying notes.
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Consolicated Parent erttity
2083 2002 2003 2002
Notes $'060 $'000 $'060 $'000
CURRENT ASSETS S
Cash assets 743 - 103,893 70231 71
Receivables 843 231438 358,648 1,770
Inventories g L 206.064 -
Other financiat assets 10,33 - 26,503 -
Tax asssis 19 - -
Fotal current aasets 431,654 644 506 1841
NOM-CURRENT ASSETS R
Recaivables 12,33 39,456 79,137 516910
Inventories 13 T 282 1,108 -
Other financial assets 14,33 13,884 16,040 405
Property. plant and aquipment 15 109,496 135,010 -
Deferred tax assets 16 " 66,875 37.145 2586
Intangible assels 17 70,640 254 601 -
Total nen-current assets 300,433 5265, 041 518,901
Total assets 732,687 1.170.547 521742
CURRENT LIABILITIES S
Payalies 8.3 i 248398 954
interest bearing liabilliies 18,33 3.8356 -
Custent lax fiabiities 20 9,240 452
Provisions 21,33 42615 28,700
Other 22 54368 -
Total current liabilities 263.473 31111
NON-CURRENT LIABILITIES SRR
Interest baaring liabilifies 23,33 o 71'72,844 353.822 230,262
Pravisions 2433 1T2me ) 24,109 -
Qther 25,33 33,153 31.382 -
Total nor-current fiabilzies 223,284 405.013 230,262
Total liabilities 513,408 772.485 261,403
Net assets 218,678 388,061 260,338
EQUITY PREEPUREES
Contribiunted equity 28 285,733 - 246.020 248,020
Resarves 27 {70081 £.834 -
Retaired profits 27 23,036 143.207 14319
Total equity 218,678 368.061 265,274 260.339

The above statements of financial position should be read in canjiunction with the accompanying notes.
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for the vsar ended 31 Dacembsr 2003

Censofidated Parent entity
2623 2002 2083 2002
Notes o0l $'000 Fooo $000
{Lash flows from operating activities .
Receipts from customers (inclusive of goods and sesvices &) 1,204,522 ' 1.046.718 -
Payrments to suppliers anc employees LT
(inclusive of goods and sarvices 1ax) {292,089 {885,850} - -
DU 212,188 - 156,768 -
Imerast recaived -+ 2951 0,43 18,768
Other ravenus L lyerr 1,920 - . -
Borrowing costs '. {20,830} {19818 -~ {19,815) (13,185}
Income taxes paid 6,053 82.718) {688) (8CE)
Net cash inflow / {outflow) from operating activitias 40 204,388 79.011 {1,178} 1,784
Cash flows from investing activities
Payments for purchase of controlied entity net of cash acquired e = { 18,528)‘ -
Paymerits for propenty. plant and aquipment : "(30;533)__ (41,733) -
Payments for patents and trademarks e ' (485) -
Payment for outside equity interest . N (121) -
Proceeds from sale of related party asset 38 1,874, - -
Loans to ralated parties e ;i e (2.604) 23,078 43,478
Praceads from sale of property. pfant and equipment ' 6,813 » zorr - -
Net cash inflow / (outflow) from investing activities {21,808) (59,404) 24,952 43,475
Cash flows from financing activities S e
Proceeds from tssues of shares (including transacton costs) : 3,378 4583 4,553
Repayment of borrowings {178,389 {40,000) -
Proceads from bormowings 85,100 123,485 -
Repayment of lease liablities L (2,685) (3.078) IR -
Dividends pald 6.26 {33,143} (49,751) (33,743} {49,751)
et cash inflow / (outfiew) trom financing activities {137,748} 35212 (23,764) (45,198)
Net increase in cash held a8, 54,819 10, 71
Cash at the beginning of 1he financial year 70281 15,024 7y -
Effects of exchange rate changes an cash {11,132} 448 - -
Cash at the end of the financial year 7 103,993 70,281 81 71
Financing amangements 23
Non-cash financing andl investing activities 31

The above siatements of cash flows should be read in conjunction with the accompanying notes.
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Note t / Summary of significant accounting policies
This general purpose financial report nas been pregared in
accordance with Accounting Standards, other suthoritative pronouncs-
ments of the Ausiralian Accouriing Stendards Board, Urgent Issues
Group Consensus Views and the Corparations Act 2001,

It is prepared in accordance with the historical cost convention,
except for ceriain assets which, as noted, are ai valuation. Unless
otherwise Stated, the accounting policies adaptad afe consistent
with those of the piavious year,

As a resutt of applying the new accounting standard AASB 1044
Provisions, Contingant Uabiities and Contingant Assers for the
first time. certain lialstities have baen reclassified as described
in note 1(ac).

Where nécessary, comparative figures have been adjusted to
enhance comparabifity.

{a] Principles of consolidation
The consolidated financial staternents incorporate the 2s5ats
and liabilities of aft entities controlled by Aristacral Leisure
Limited {company’ or ‘parant entity’} as ai 31 December 2003
and he results of all controlled ensties for the year then
ended. Aristocrat Leisure Limited and ita controlled entiies
together are referred to in this financial report as the
consolidated entity. The sffscis of alf tansactions betwesn
antities in the consofidated entily are eliminated in full. Qutside
aquity interssts in the results and equity of controlied entities
ars shaown separaiely in the consofidaterd statement of financial
performance and statement of financial position respectively.

Where conirof of an enifty is obtained duing a financial year.
ts resuts are included in the consclidated staterrent of
financial performence from the date on which cartral
cornmences. Where control of an enilty ceases during &
financial year its results are included for that part of the year
during which controf existed.

(b} Income tax
Tex effect accounting procedures are followed whereby the
incoime tax expensas in the statements of financial
perfoymance is based on the operating results belare incame
tax adjustad for any permanent differsnoes.

Timing differences, which arise due to the different accouriing
periods In which items of revenue and expense are included
in the determinaton of operating profit and taxable income,
are byought 10 account either as provision for deferred Income
iax or an @ssel described as future income tax bensfit at the
rate of income 1ax applicable to the period in which the fiability
wilt become payabte or the benefit will ba received. Fuiure
income tax benefits relating fo timing differences are not
braught to account as an asset urless realisation of the
beneftt is assured beyond reascniable doubt,

A future 1ax benefl relating to 1ax Iosses is not cairied torward
as an asset unless the beneiit s virhually certain of realisation.

Incame tax is accouried for and presanted in acoordance
with AASR 1020 Accounting for scome Tax {Tax-effect
Accousting issued in Colober 1888,

Foreign currency translation

{1} Transactions

Fareign currency transactions are nitially translated nto
Australizn currency at the rate of exchange at the date of the
transaction. At balance date, amounts receivable and payable
in loraign currencies are translated at the rates of exchange
curmest at that date. Resulling exchange differences are
recognised in determining the pratit of lass for the year

(1) SpecHic commitments

Hegging is undertaken i order 1o avoid or minimisa possible
adverse financlal affecis of movements in exchange rates.
Gaing or costs arising upon entry o & hédglng transaction
intended 10 hadge the purchase of sale of goods or senvices,
together with subsequent exchange gains or [osses resulting
from those transactions are defered up to the daie of the
purchase or sale and included In the measuremeant of e
purchase ar sale. The net amounts raceivabie or payabie
under the hedging transaction are alsa racordad in the
siaternent of financial position. Any gains o losses arising
on the hetging transacton aller the recognition of the
herdged purchase or sale are included in the slalement of
financial pedformance.

In the case of hedges of moneatary items. exchénge gains or
losses are brought to account i the financial year in wihich the
exchange rates change. Gains or costs arising at the &me of
emering inlo such hedging ransactions are brought to
account in the statement of financial perfomance over the
fves of the hedges.

When anticipated purchase or sale ransactions have been
hedged., actual puschases or sales which occur during the
heclged period are accounted far 85 having been hedged until
the amaunts of those transactions are hully allccated against
the hedged amounts.

If the hedging transaction is terminated prior (6 1S maturity
date anc the hedged transaction is still expected 1o ocour as
designated, deferral of any gains and losses which arose prior
to temmination continues and $ose gains and losses are
inckuded in the measurement of the hedgad ransaction.
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In fiese crcumstances whers a hedging ransastion is
tarminated prior to maturity because the hedged transacticn is
no fonger expeacted to octur as designated, any praviotisly
defered gaina and losses ars recognised in the staternent of
financial performance an the date of termination.

if & hedge rransaction relating 10 a commitment for thx
purchase or sale of goods of services 18 radesignated as
a hedge of anather specific commitment and the originat
vansaction is still expected o occy as designated, the
gans and losses that arise on tre hedge priof i its
redesignation are deterred and includad in the measurement
of he ariginal purchase or sale when il takes place. if the
hedge transaction is redesignatsc as a hedge of anather
commitment because the original pschase or sale
ransaction is no longer expectad 1o occur as designated.
the gains and losses that arise on the hedge prior to its
redesignation are recognised in the staternent of financiat
performance at the dale of the redesignation.

(it Foraign cantrofied entity

As the fareign contrelied emities are saff-sustaining.

thair assels and liabllities are ransiated imo Austrafian
currency at raies of exchangs current al balance date.

while its revenues and expanges are transiated at the
average of rales ruling curing the year. Exchange differences
arising on ranslation, are 1aken 10 ihe foreign curency
translation reserve.

Acquisition of assets

The purchass method of accounting is used for &l
acquisitions of assets Tegardiess of whethsr equily
insiruments or ather assals are acquired. Costis measuied
as the fair value of the assais given up. shares lssued or
liabilities Undartaken at the date of acquistion plus incidental
costs direcily atiributable to the acguistion. Where aguity
instruments are issued in an acquisition, the value of he
instinents is their market price at the acquisition date, uriess
she nofional price at which they could be placed in the rnarket is
& batter incinator of fair valle. Transaction costs arising on the
issue of equity instruments are recognised directly i equity.

Where setifernent of any pait of cash consicaration is
deferred, e amounis payabla in the future are discaumiad

io their prasent valug as at the date of the acauisition.

The discount rate used is the incremental borrowing raie, being
the rale &t which a siriiar borowing coudd be oiitained from an
indepencient financier uncder comparahie terms and condiions.

Aligility for resiructuring cosis and relaied employes
termination benefits is recognisad as at the dais of acquisition
of an enfity or par therenf on the besis described in the
accounting poiicy rotes for restrucaring costs (note 1{v)) and
employes benalits (notes 1{t)).

Goodwil is brought to account en the basis described in
note H{pXD.

{e)

Whare an entity or operation is acquired and the {air valus of
the idenilfiabie net assets acquired, including any lisbility for
restructiring costs, exceeds the cost of scauisition. the
difference, represanting a discount on acquisition, is
accountad for by reducing proportionataly the falr values of
the non-manatary assets acauired untit the discotm is
slirinatect, Where, after reducing the recorded amounts of the
non-monetary assets acquired to zero, a discoumt balance
tamaing i is recogrised as revenue in the stalemart of
financial psrlormance.

Ravenue recognition

(i) Paticrm [ trachine sales

Amounts disclosed as revenus are net of relums and trade
allowances. Ravenue is recognised when goods have been
despaiched to a customer pusuant 10 a sales order, he
associated ricks have passed 1o the carvier of Customer.
and it is probable that future econamic henefits will law

o e company.

(i) Vahie added customer agieements

Revenue arising fram value added customer agreements
(VACA) where gaming machines, games, conversions and
other incidental iterns are licensed to customers for exterded
periods. is recognised on delivery in the case of gaming
machines and software, and for other items including
convessions, only as ihe fong-lemm goods or 3EMNICES &8
deliverec, Where appiopiiate, recaivables are discounted o
present vaiues at the relevant impficit interest rates.

{iij} Long-tesmy cONYACLS

Revenue on fong-term coniracts for systems and simitar
inslaliations is recognised progressively over the period cf
individua cortracts, wherever a relieble estimate can be
made. using the percentage of completion method. Where &
caliable estimate cannot be macle, revendue is recognised 1o
the axtent of cosls incurred, where it is probable that fhe costs
will be recovered.

(iv) Service reventie

Senvice revenue is recognised as work is periormed. other
{han lar service agreements. where revenus is recognised
pragressively over the period of the sarvice agreament.

{v) Revenue in advance

Revenue derived from prepaid service coNkracts is
apporticned on & pro-rata hasis over the life of each
respective agreement. AMounts received at balance ¢ate in
raspect of fulure periods are reated as revenus in agvance
and ars included in cumant fiabilities.
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Cash

For purposes of the statement of cash flows, cash includes
deposits af calt which are readily converlible te cash on hand
and are subject to an insignificant risk of changes in valus, net
of outstanding bank overdraits.

Receivables

The coflectability of frade debtors is reviewad on an ongoing
basis. Debis which.are known {6 be uncolleciabia are written
off. A provision for Goubtiul debts is raised when doubi as to
coliection exists.

Deferred expenditure

Defarred! axpenditure represants finance fees that are defenad
over ths lite of the convertible subordingied bonds (nate 23).
The expense is amortised on a straight line basis over the period
during which benefits are expatied 1o arise baing & years.

Inventories

{1 Raw materals and SIofes, wark in progress and finished good's
Raw materials and stores. work in progress and finished goadis
are stated at the ower of cost and net realisable value using
principatly standard costs. Standard cost for wark in progress
and finished goods includes direct materials, direct labaour
and an approprate propostion of fixed and variabie procuction
overheads. Slandards are reviewed on a regular basls.

(i) Contract work in progress

Contract wark in progress is stated af cost fess progress
billings. Cost includes all costs directly related to specific
contracts and an allocation of overhead axpeniaes incured in
connaction with the consalidated entity’s contract operations.
Where a loas is indicated on completion, the work in progress
is reduced 1o the level of recoverabilty less progress billings,

Recoverahie amount of non-current assets

The recoverable amount of an assst is the net amount
axpected (o be recoverad through the net cash inflows arising
from its continued use and subsequent disposal.

Where the camying amcunt of 8 nan-curient asset Is greaer
han its recoverable amount, the asset Is written down to its
tecoverable amoun. Where net cash inflows are derived from
a group of asseats working 1ogether, recoverable amount is
determined on the tasls of the relevant group of assets.

The expecied net cash flows included in defermining
recoverable amounts of non-cunent assets are discountad to
their present values using a markat-determined, risk adjusted
discount rate.

{

Y

Revaluations of non<curren? sssets

Subseguent to Inftial recogniiion as assets. iend and buildings
are measured & fair value being the amounits for which the
assels could be exchanged between willing parties in an
arm's length iransaction. Revaiuations are made with sudficient
regulasity {o ensure that the carrying amount of each plece of
land and each buiding does not differ materially from its tair
valuie at the reparting date. Annual assessments are mads by
tha directors, supplamented by indspandent assessments at
least every three years.

Revaluation increments are credited directly 10 the asset
revafuation reserve. except thal, to the extert thai an
increment reverses a revaluation dacrement in the respect of
that class of assel previously recognised a5 an expense in net
profit and loss, the increment is recognised immediately in the
statement of financial performance.

Revaluation decrements are recognised immecliately as
expensas In net profit os loss, except that. 10 the axtant that a
credit batance exists in the asset revaluation ressrve in
respect of the same class of assets, they are debited directly
(0 the agsat revaiuation reserva.

Revaluation incraments and dacrements are offsef against ons
another within a class of non-current assets.

Potential capitat gains 18x is not taken into accoLint in
determining revaluation amounts unless it i expected that
a liability for such tax will eventuate.

Revaluations do not resull in the canying value of land ar
buildings exceeding their recoverable armount.

Other financiat assets - Investment securitles

The consolidated entily maintains restricted investment
securities, which consist principally of US Govemment
securities in order to meet Its abligations in Nevada and
Native American jurisdictions in respact of progressive
jackpots. These are invesiments which ihe consofidated
entity has the abilily ana intent to hatd until maturity.
These invesments are recorded at amorlised cost, which
approximates markel value. Dividend and iterest income
are racognised in the period eamed.




&)

©

Y 4 SR (R S A T
by IS atals [ L I TT O
e financial stalemanis

Denreciation of praparty, plant and equipment
Gererally, depraciation s caitutatad on a straight fine basis
to write oif the ret cost or revalued amaunt of each item of
property, plant and equipment fexcluding land) over its
expected usaiul life 1o the consolidated entity. Extimates of
remaining ‘useful tives are made on a regular basis for al
assels, with annual reassessments for major items.

Category Useful life
Buidings ) 40 years
t gasehold improvernenis 2-10 years,

Plart and equepment Z2-11 ysars

Major spares purchased specifically 1or particular piant are
capiialised and depraciated on the same basis as the plant
to which they relate

i passhoid improvaments

The cost of mprovements 1o or on leasenold properties is
amortised over the Unexpired period of the lease or the
estimated useful lifta of the Improvement 1o the consolidated
entity, whichever is the shorter. Leasshold improvements
held at reparting date are being amortsed over periods

up to 10 years.

t pased non-current assets

Assets acquired under finance leases {inciucling hire purchase
agreements) are caplialiced. A lease asset and Habllity are
established at the present value of minimum iease payments.
Lease payments are atiocated batween the principat
compenent of e lease lialility and the Interest expense.

The lease assel is amartised on a straight line dasis over the
term of the lease. or where it is Hkely that the consofidated
entity will obtain ownership of the assel. the life of the asset.
Lsase assets held at balance date are being amortised over
pariods ranging from 216 11 years. ‘

Tne present value of future payrments for surplus feasedd
space under non-canceiiable nperaling leases witich are not
onerolis contracts is recogrised as a fiability, net of
sub-leasing revenue. in the period i which i is cletermined
that the lease space will be of no futre benefit 1o the
consclidated entity. The net fulura lease paymernts are
discounted using the Interest rates implict in the leases. Each
lease paymant Is aliocated between the lighility and finance
charges.

Oparaling lease payments are charged o 1he statermnent of
financial performance in the periods iy which they are
incuned, as this represents the pattem of benefils terived
from the leased assets.

(qy

®

{s}

Intargible assets end expenditura carried forward

(i} Goodwil

On acaisition of some, or all, of the assets in another entity or,
in the case of an investment in a corirofied entity. on
acquisition of some. or all, of the equity of thal convolied entity,
the igertifiable net assets acquired are measwyed at fai valle.
The axcess of the iair vaius of the cost of acquisition over the
tair value of identifiable net assels acquired, including any
liabiiity for restruciuring costs, is brought i account as geadwdll
and amartised on @ siraight line basis over the period during
which benafite are expectsd to arise being up 10 20 ysars.

(i} Copyrights, patents, trademerks and licensing rights
Significant costs associated with copyrights. paients,
tradermarks and licensing rights ave defarec! and amonised
on & straight line basis aver the periods of their expected
penefit, which vary from 8 lo & years.

Trade and other creditors

These amounts represent fiabilities for goods and services
pravided 1o the consolidated entity to the end of the finarcial
year and which are unpaid. The amouris are unsecured and
are usually paid within 30 1o 120 days.

interest bearing liabilities

Loans are cairiad Al their principal amounts which represent
the present vaiue of futire cash flowe associated with
senvicing the debt. interest is accrued over the period it
becomes due and & recorded as part of other cragitors.

Progressive jackpof labilfties

In certain jurisdictions i the Unitag States, the consolidated
entity is liable for progresshve jackpals, which are paid as an
iritial amaunt followedl by either an annuity paic out over 15
o 20 years after winning of & mp sum amount equattothe
present value of the progressive comgponent. Base jackpols
are charged to cost of sales with the leved of play expected
based on slatistical analysis. The progressive componant
increases at a rate based on the number of coins played.
The posshility exists that a winning combination may be

it before the cancolidated entity has fully accrued the base
component amount at which time any unaccued pavtion

is expensed.
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Employes bansfils

(1) Wages and salaries, annual laave and

supaannuation contibiions

Liabiities for wages and salaries, including non-monetary
benetits, annual leave and superannuation contributions
axpacted to be settied within 12 months of the reporting date
are recognised in other cragitors in respect of employees’
521Vices up o the raporting date and are measured at the
amaunts expectad fo be paid when the liablities are seitied.

{i) Lang service izave

The liability for long service keave expected to be seitled within
12 morths of the reporting cate is recognised in the provision
for employee benefits and is measured in accardance with §)
above. The liability for long service leave expected to be
settied more than 12 months from the reporting date is
[2cognisad in the provision for ernployee benefits and is
measured as the present value of expected fuhure payments
{0 be made in respect of services provitied by employees up
1o the reporting date. Consideration is given to expected
future wage and salary levels. experience of empioyee
departues and periods of servics. Expected future payments
are discounted using market yields &t the reporting date on
nafional government bonds with termas to matursity and
curency hat maich, as closely as possible. the estimated
tuture cash outflows.

{iii} Bonus plans

A fiability for employes benefits in the form of bonus plans is
recognised when there is no raalistic altemative but 10 setife
the liabttity and at lsast one of the following conditions is met:

~ here are formal termns in the plan far determining the
amount of the benafit

- the amounts to be paid are determined before the time
of completion of the financial report. or

- past practice gives clear evidence of the amount
of the obligation.

Liabitities for bonus plans are expected to be settled within 12
months and &e measured at the amaunts expected to be
paid when they are settled.

Change in acccuniing policy for providing

for employee beneilis

The above policy was adopted with effect from 1 January 2063
to comply with AASE 1028 Employee Beneffis rcleased in June
2004. Previously, the consolidated entity measwred the
provision for emoloyee benefits based on remuneration rates
al the date of recognition of abity. In accordance with the
requirements of the revised standard, the provision for
smpioyse benefits is now measwred tased on the
remuneration ratas expectad o be paid when the figbility s
settled.

The adiustments made at the beginning of the financial year
as a result of this change were:

~ anincrease in consolidated current provisions of $354,000
{parent eniity - nif)

— a decrease in consolidated retained prohis of $354.000
{parent enity ~ i)

The restatements of consolidated and parent entity retained
profits and provisions set out in note 1(x) show the infermation
that wauld have bean disclosed had the new accounting
poficy atways been applied.

() Emplovee benefit on-costs

Employes benefit an-costs. induding payroll tax. are
recognised and induded in employes beneil ablliies and
casts when the employee benefits to which they relate are
recognised as liablittes.

{v} Equity-based compensation benefils

Ownership-based remuneration is provided 10 employees via
the Aristocrat Executive Share Option Plan (AESCP),
Employee Share Optlon Plan (ES0P) and the General
Employee Share Plan (GESP). Information relaling to thase
schemes is set out in note 34. The last series of options
issued under the AESOP plan expiretd on 12 August 2003 at
which tine the plan was closed.

No accourting entries are made in refation o the AESOP
or the ESOP until options are axercised, at which time the
amounts receivable from employees ara recognised in the
statements of financial posiion as share capital.
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(vi} Termination benafiis

1 ianilities tor temmination benefils, not in connection with the
acquisition of an entlly or operation. are recognised wihen a
deiaited plan for the terminations has been developed and &
valid axpectation has been raised in those employees
affected that the teminations will be cairied out, Tie liabiilies
for termination benefits are recognised in other credtiors
uniess the amount of iming of the paymants is uncertain. in
which case they are recogniced 25 provisions.

tiabilivies for termination berefiis sxpected fo be setiled within
12 months ae measured at the amolmis expected to be paid
when they are seifed. Amounts expecied 1o be settled mare
than 12 months from the reporiing date are measued as the
estimated cash flows. discounied using market yields at the
reporting date on national government mond with terms 1o
matusity and currency that match, as closely as possitie.

the estimatac fture payments. where the effect of
discounting is material.

Warranties

Provision is made for the estimaied liability on all procucts stilt
under waranty al balance date. The arnount of the provision
is the estimated cash flows expected to be recired o setile
the wananty obligations, having regard 1o ihe senice wamanty
experience and the risks of the warranty obligations.

The orovision is not discounted 10 its present value as the
effect of discounting is not material.

Restruciuring costs

tiabiiies arising directly from undenaking a resfructuring
program. not in connaction with the acquisition of an entity

or aperations, are recegnised when a cietailed plan of the
restructuring aclivity has baen developed and implementation
of the restruch.ying pregram as planned has commenced,

by sitner entering into contracts 1o undertake resiructunng
activiies or making a detalied announcement such that
affected parties are in no doubl the restructuring program

witl procead.

1 janifities for the cost of rastructuring entities ar operations
acquired ase recognised as at the date of acquisition of an
entity, or part thereof, if the main fzatres of the restruciuring
were planned and there was & demanstrable commitmeant 10
tha restruchuring at the acquisition date and this is supposted by
a detailed plan developed within three months of the acauisition
or prior to the compietion of the financial report. it earlier:

The cost of restructinings pravided lor, other than related
employee terminalion benefits, is the et imated cash flows,
having regard (o ihe risks of the resructurng activities,
discounted using market vields at balance Cate ot national
government guaranteed boncis with terms o maturity anc
currency that maich, as closely as possiple, the expected
fulure paymenis, where the effect of discounting s material.

w)

Lianities for employee termination beneiits assooisted with
restruciurings are brought 1o 2ccount an te basfs described
in the accouning policy rote for employes benefits (note (6.
Liatilities for costa of restructurings and refated employee
tarmination beneiits are disclosad in agyregale where the
restruciuiing OCeUrs as & consequence of an acquistion.

Reversals of part or 2f of 2 provision for restruciuring relaling
1o an acquisition because the casts ara no fangsr expected to
e incurred as planned, are adjusted against the goodwifi or
discount on acouisiion. The adiusted carying ameunts of
goodwill or non-monetary assels ae amostised or depreciated
fraem the date of the reversal.

Dividends

Provision is made for the amount of any dividend declared,
determined or publicly recommended by the directors on of
nefore the end of the financial year but not distriouted at
balance date.

Change in accounting policy for providing for dividends
The above policy was adopted with effect from 1 January
2003 to comply with AASB 1044 Provisions, Contingent
Linbiitias and Contingent Assats releaced in Octeber 2001

in previous years. in addition o providing far the amount of
any dividenos daclared. determingd or publicty recommended
by the diractors on o before the end of the financial year but
not distributed at hatance dale, provision was made for
dividends 10 be paid out of retained profits at the end of the
financial yeat where the dividend was propased.
reccmmended of declared tetwesn the end of the financial
year and the compietion of the financial teport.

An adjustment of $26,700,000 was made against the
censofidated and parent entity retaired profits at the
beginning of the financial year 1 reverse the amount provided
a1 31 December 2002 lor the proposed final divicend for thal
year that was recornmencac by the directors betwean the end
of the year and the completion of the financlal report.

This recuced the consolidated and pareni entily current
lizhilitles ~ provisions and lotal liablies at he beginning of
the financiat year by $29,700,000 with corresponding
increases in their net asseis, retained proflis, total equity and
the total dividends pravided for or paid during the cunent
financial year.

The restaternents of consolidated and parent ety retained
profits, provisions and total dividends proviced for or paid
during the year set out innoie 109 show the information that
would have been disciosed had the new scoounting policy
alwaye hesn applied.
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Restatementis due to changes in accounting polic

Caonsolidated

Parent ertity

2003 2002 2003 2002
§'000 8000 $'03G $0060
{Restated) {Restated)
Restatements 57 the statements of finansial performnance
Profit / foss) from ordinary activity befare employes benelits . N
axpense and related incoms tax expense : (88,441} 120,243 43,291
Employee berefits expensa {354} - Z -
Prafit / {loss) from ordinary activities before related e S
income tax expense - (88,795) 120,243 -{9,008) 43,291
Income tax credit / (expensa) (8,245} {40,148) 8,007 2809
Net profit / (loss) 80,085 46,100
Net loss attributabile o outside aguily intarest 108 -
~ Net profit / {loss) atiribuiable to members of Arrsicoral Leisure Limited 80,203 46,100
Restatement of retainad profits
Previously reportad ratained profits at the end of the
previous financial year {note 27} 117,735 22,950
Changa in accounting policy 1or providing for dividends 33,843 33,6843
Restated retainec profits at the beginning of the financial year 151,678 46,793
Changg in accounting palicy far emplayes benafita
(notes 1(1) and 27) - -
Net profit / {logs) atvibineble 10 mempers of Aristocrat Leisure Limited 7o 7w
(nota 27) {108,040} 80,203 26,100
Total available for appropriation }A‘jj-;;s_gs,szs : 231,781 102,893
Dividends provided Tor or paid (see below) {43,477} (58,874) (43,477} {38.874)
Restated retainad profits at the end of the financial year 172,807 44019
Restatement of dividends provided or pald
Previougly reperied tolal dividends provided or paid during the
financial year (note 6) 54,731 54,731
Adjusiment for change in accounting policy for providing
for dividends 4,143 4,143
Restated total dividendis provided for or paid
during the financiat vear 53,874 58,874
Restatement of currertt {iabilities - provisions
Previously reporied net camying amcunt at the end of the
financial year 54,387 28,700
Reclassification of annual leave acorual (note 1{ac)) (11,772) -
Surcently reponied net carrying amourt at the end of the
financiat year {(nate 21) 42615 29,700
Adjustment for change in accounting policy for
providing for dividerxis (28,700) (29.700)
Adiustment for change in accounting palicy for providing for : '
employes benafits - 354 - -
Restated carrving amount at the end of the financial year 14,944 13,262 - -
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Borrowing costs
Sarrowing costs are recognised as expensas in the period in
which they are incurred.

Rorrowing costs nclude: .

— interest on bank overtrafts and shart-erm and
fong-term bomrowings

_ amortisation of ancillary cosis incurred in connection
with the arrangement of borrowings

- finance fease charges, and

~ hire purchase charges.

Derivative financial instruments
The consofidated entity enters irto forward foreign exchange
contracts (note 33(c)).

The accounting for forward foreign exchange conrracls is in
accordance with note 1(0) (0.

Eai'mngs per sharg

() Basic eamings pef share

8asic eamings per shareis determined Dy dividing the nat
profit after Income tax atgibLiable o members of the parent
entity by the weighted average numbE of ardinary shares
outstanding diring the financial periodi.

G Ditutad eamings pes share

Diluted eamings per share adjusts the figures used inthe
detemination ol basic earnings per share by taking into
account the after tax income sffect of interest and other
financing costs associated with dilutive potential ordinary
shares and The weighted average number of shares assumed
to have bean issted for no consideration in refation to dinive
potential ordinary shares.

Rounding of amounts
The company & of 8 kind refered 10 in Class Order 580100,

issued by the Ausstrafian Securities & Investments Commission,

redating 1o the ‘rounding off” of amounts in the financial report.
Amocnts inthe financial report have baen rounded off in
accordance with that Class Order 10 the nearest thousand
doflars, or Iy certain cases, 10 the nearest doilar.

&

{ad}

{28}

{ah

Reciassification of liabflites for coriain

employes bencfits

The liabiities for annual teav: and related on costs expeciad
1o he settled within 12 months of the reporting date have Seen
reciassifies from provisions 1o other craditors in the current
year as & result of the adoption of the new accourting
standard, AASB 1044 Provisions, Cantingent Lisbifites and
Contingent Assats. The directers to not befieve there are any
significant unceraintiss relating to the amount and timing of
future payments included inthe liabilities for employes
banetils, therefore they do not meat tha definition of a
provision Lnder the new standasd. Comparative amounts
have also heen reclassified 1o ensure comparability within the
current reporiing period.

Preparation for Intemational Financial Reporting
Standards {IFRS)

The consolicated ertity has been evaluating the Impact of
the planned introduiction of intemational Financial Reporting
Standards, which will fiest impact the consclidated enfily's
feparted resufts from 1 January 2005, Al this slage, based on
draft proneuncaments. the mast significant impacts onthe
consofidated entity's financials of the adaption of Intemational
Finandial Reporiing Standards are expected 1o be in relation
10 the accoLrting for goodwill amortisation, 1axation and he
axpensing of employee option plan costs.

Ressarch and development costs

Research and development expenditure is expensed as
incurred except ta the extent that its recoverability is assured
beyond reasonabie doubt, in which case it is defeed.

Al balance date, there were no deferred research and
development costs.

Intellectual property rights

Aristocrat has entered irffo an agresment 10 purchasa licences
o inteflectual praperty rights to certain lechnotogy relating to
cashless gaming systems in the United States of America.
These rights are capilafised and subsequenlly expensed as
and when consumed.




Cansolidated Parent entity
2003 2002 2003 2002
$'000 £000 $'000 $600
Note 2 / Revenue
Reverue from operating activities el
Sale of goods 885,828 872684 -
Licence fees 14,340 - - -
Revenue from sale of goads - 808,169 872,564 - -
Reverus from sarvices 81,115 96,806 - -
881,284 866 470 - -
Revanue from oulside the operating activitles
interest 2.988 15,768
Dividends - 50,000
Sale of property. plant and equipment 2077 -
Other revenua 1.929 2026
6,992 28,407 67,794
Reverwue from ordlinary activities B 995,226 876,462 28,407 67,704
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{v) Boivowing eosls
Borrowing costs are recognised as expenses in the period in
which they are incurred.

Bomowing cosis nclude:

— irterest on bank overcrafts and short-term and
long-term bosrowings

- amortisation of ancillary costs incurred in connestion
with the arrangement of borrowings

- finance fease charges, and

- hire purchase charges.

{2y Derivative financial instruments
The consalidated entity enters o forward foreign exchange
contracts {note 33(c)).

The accounting for forward foreign exchange contracts isin
accordance with note 1(c)(i).

(aa) Earnings per share
) Basic eamings pef share
Basic eamings per share is determined by dividing the net
profit after income tax atmdiiable 1o members of the parert
entlty by the welghted average number of ordinary shares
oulstanding during the financial periccl.

(i} Dittad eamings pes shass

Diiuted eamings per share adjusts the figures used inthe
determination of basic earnings per share Dy 1aking into
accoun! the after tax income effect of inferest and other
financing cosls associated with dilutive potential ordinary
shares and the weighted average number of shares assurmedt
to have been issuad for ne consideration in refation to dilutive
potential ordinary shares.

(ab) Rounding of amounts
The company i of a kind refarred 10 in Class Order 8R/0100,
issued by the Acstraian Securities & Investments Commission,
retating 1o he rounding off’ of amounts in the linancial report.
Amognts in the financial report have been rounded off in
accordance with that Cass Order 10 1he nearest thousand
doflars, of I cerlain cases, 10 the nearest dollar.

{eg} Faciessification of liabiiities for carizin
empinyes benelits
Tre liabilities for annuat leave and related on costs expected
10 ba settled within 12 months of the reporting date have been
teciassified from orovisions to other creditors in the current
year as a result of he adoption of the new accounting
stancarc, AASE 1044 Provisions, Contingent Lisbilities and
Contingent Assets. The directors do not befieve there are any
significant uncertaintias refating to the armount and timing of
future payments included in the liabilities for employee
benelits, therefore they do not meet the dafintion of a
pravision under the new siandard. Comparative amounts
have giso been reclassified 1o ensure comparability within the
current reporiing period.

{ad} Preparation for internationat Financial Reposting
Siandards {IFRS}
The consolidated entity has been evaluating the impact of
the planned introduction of intemational Financial Repofting
Stancards, which will first impact the consoliciated entity's
teported resuits from 1 January 2005, At this slage, based on
draft pronouncements, the most signilicant impacis on the
consofidated entity's financials of the adoption of Intemational
Financial Reporting Standards are expected 10 be in relation
10 the accounting for goodwill amortisation, taxation and the
axpensing of employee aption plan costs.

{ae) Research and development costs
Research and develapment expendiure is expensed as
incured except 10 the extent that its recoverability Is assurad
heyond reascnabie doubt, in which case it is deferred.
Al halance date, thera were no deferred research and
developrent costs.

{af) Intellectual property rights
Asistocral has entered into an agresment 10 purchase ficences
or intelieciual property Tights o centain technclogy relating 10
cashless gaming systems in the United States of America.
These rights are capilafised and subsequertly expensed as
and when consumed.




Conselidated

Parent entity

2003 2002 2003 2002
§000 000 $'000 £000
Mote 2 / Revenue
Revenue from pparating activities L
Sale of goods | 885,829 872564 -
Licence less 14,340 - - -
Revarue from sale of goods - 200,169 . 872,684 e - -
Reverie from services 81,115 96,306 - -
881,284 8960.470 - -
Revenue from outside the operating activities
Inierest 2.586 s . 16,768
Dividsnos - LU.18000 50,000
Sale of propenty, plant and equipment - : 2.0717 R _
Other revenue 1,677 1626 1,972 2,026
13,842 5.992 28,407 87,794
Reverue from ordinary activities ) 995,226 876.462 28,407 67,794
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Note 3 / Segment information
Primary reporting ~ geographical segiments Inter-segment
North South New eliminations /
Austiaka America America Jagan Zesland Cther unaliocated Consofdated
2003 $'000 $000 §000 $'000 000 $000 000 $000
Sales 10 xtemal cusToMers 205870, 240452  (20558) 360716  30,938. 65458 - ~.. 981284
Intersegrment sales 92,8854 - - - - (92884) -
Total sales revenus 388724, 200462 (20558) 360718 30338 - 65456  (92854) 981284
Other revenue (sxcluding Interest) 6,525 879 - 7 883 186 - 8,580
Total segment ravenue D RPN e L
{exciuding interest) 385,249 241,441 (20.558) 380,723 40,221 65,652 989,874
Interest income IR R 5,352
Total cansclicaled ravenus 985,226
Segment restl 62,467} (95,236} 56,086 o848 12896 4478 (B4.027)
Net interes! SR R D (1s.768)
Prafit / (loss) from arclinary aclivities
before income ax expense . {59,795)
Incoime tax expense (6,245}
Prafit / (loss) from arclinary activities :
aiter income lax expenss {106,040)
Qutside equity interest in
operating profit after income tax -
Net profit / (loss) (106.040)
Segment assets 489,936 38.318 31,053 151,874 >7:81 8 22,067 (85.261) - 655813
Unallocated assets e el ST 76,274
Totaf assets 32.087
Segment liabilities 92,503 53,276 23222 121,308 6,178 - 288,801
Unallocated liabilities Lo . . e 214608
Total liabilties 513,408
Acaudisiton of property. plant and
equipment. intangibles and other L ST L
non-curent segment assets 9,181 ' 15,880 4086 1.017 124 305 - 30,583
Depreciation and SR o e
amortisation expense 17,670 25.054 - 1,253 260 458 - 44 675
Qiher non-cash expenses 18,385 128,187 3588 3,041 89 574 - 154,824
Segment contribution profit 7 foss)  B3.537 (24,196} {53,221} 87.748 14,900 17,588 (210,363} (84,027}




Primary reperting - geooyaphical segments feontinued) intersegment
Nerth eiminations /

Ausiraiia America Other  unallocated  Consuficated
2002 $000 $000 000 $000 $000
Sales 10 external customers 358,980 . 283528 48,488 . 8689470
Intersegment cales 129,688 - - {123,288} -
Total sales revanue 486,668 -, 205,528 45488 (120,688} 069,470
Other revenue (exciuding interest) 2,702 587 s8 - 4,006
Total segment revenus L
(excluding interest) 491,377 284,115 46,546 {129.588) 573,476
interest Income s N 2,986
Total consolidated revenue 978,482
Segment result 8774 137,176
Nal interast L (18933)
Profit / {ioes) from ordinary activities
before income tax expense .. 120243
Ineome 1ax expense T (40,148)
Profit / {loss) from ordinary activities
after income tax expense 80,085
QOutside equity interest in
operating profit afler income tax 106
Net proftt / (loss) 80,203
Segment assets 722375 317.717 17.085 {01.160) 1.133.402
Unalocated assels ST s 37,145
Total assets © 1,170,547
Segment liabifies 121718 117809 2515 C(e1ey 371469
Unallocated liabilities ST o a1 317
Total liabilities St 772,486
Acguisition of property, plant and
equipment, intangibles and other LT e e e
non-current segrment assets 14,480 27.907 288 - 44.751
Depreciation and B IR
amortization expense 15,670 18,650 228 - 36,856
Cther non-cash expenses 419 4,802 {359} - 7.205
Segrnent contribution profit/ (lossy 116,478 46,245 12927 (54.477) 137,176

Secondary reporting — business segments

The activities of the entities in the consolidated entity are predominantly within a single buginess which is the development, manufacture, sale.

distribution and service of gaming machines and systems.
Notes o and forming part of the segment information

{a) Ascounting policies

Segment information is preparad in conformity with the accounting policies of the entity as disclosed in note 1 and AASB 1005

Segrment Reporing.

Segrnent revenues, expenses, assels and liabiliies are those that ars directly atiiibutable 1o a segment and the relevant portion that can
be allocated to the sepment an a reasanable basis. Segment assets include all assets used by a segment and ather intangible assels.
net of related provisions. While most of these assets can be directly attributable to individual segrnents, the camying amounts of certain
assels used jointly by segments are aliocated based on reasonable estimates of usage. Segment lisbifites consist primarily of trade and
other crediiors, employes benefits and provision for senvice warranties. Segment assets and liabililies do ot include income taxes.
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D) Inter-segment transfers
Segment fevenuss. expenses and results include tranafers batween segments. Such transfers arg priced on an ‘anm's-length’ basis and
are efiminated on consolidation.

{e) Segment contribution profit / (loss)
For each of the regions, segment contritution profit / {loss) represents segment results batora charges for licence fess, R&D expendiiure,
amoriisation, corporate expensas, international service recharges, advariced pricing agreemants and writedowns of intangible & other
non-trading assets. The tolal amaunt of these #ems is includad in the unallocated category.

{d) Head office expenses
Head office expensas ara includsd in the segment rasult as they are allocated and charged out ta each of the segmentsa.

Note 4 / Profit / (foss) from ordinary activities Consofidated Parsnt entity
[ 2003 2002 2003 2002
80 - $'000 $000 $000 $000

Met expensas
Profit / (oss) from ordinary activities before income fax expense
includes the foliowing specific axpensas: \

Expenses

Forgign exchange losses

~ Net foreign exchange losses 1,353 10,442
Depreciation

- Buildings 1341 -
- Plant and equipment 20,068 -
Total denreciation 21427 -
Amortisation

- Leasehold Improvemsnts 1,034 -
- Goodwilt 13,788 -
- Copyright, patents, rademarks and kcencing rights 587 -
Totat amortisation 15,429 -
Other charges against assetls

- Bad and doubtful debts - frade deblors 811 -
- Wiite down of inventories o nef realisable value 2382 -
- Wiite down of intellectual propenly Tights to recoverable amount - -
- Write down of intangible assels (o recoverabls amount - -
~ Net decrement from revaluation of non-current assets - -
Borrowing costs 19,919 13,168
Net loss on disposal of propety. plant and equipment 78 -
Contraciual ammendmernts - -
Redundancy costs 1,520 -
Legal costs 9.631 -

- Rental expense relating to operating [sases LT : i
- Minimum lease payrnents 14,425 14,222 - : -

Total rental expense relating o operating leases 14,425 14,222 ~ -




Consolidated Parent antity
2003 2002 2003 2002
$°000 $090 000 $000°
Note 5 / Income tax . o

The income tax expense for the financial year differs from the amount
caleulated on the orofit / (loss). The differsnces are reconciled as follows:

Profit / (loss) from ordinary activities befare incame tax expense {28,795} 120,243

43,261

Income tax calcutated @ 30% - {28,538) - 368.072 12,887
Tax effect of permanent differences:

- Non-deductible amorgisation 4515 -
- Rebateable dvidends - (15.000)
- Non deductible write-down of fand and dbuildings - -
-~ Non daductibie write-down of imtangibles - -
- Withholding tax on subsidiary dividend 4,800 - -
- Other iemns 1,520 887 ) 612)
- Research and development clagm {2,870} {3.430) - -
Income 1ax adiusted for permaneant differences o ~.5,248 38.044 o (2.625)
Etfects of higher rates of tax on gverseas income "48,,384‘__: 3.400 -
Tax fngses not previously recognised e . (434} -
Under / {ovar) provision in prior year {7,385) (882) (184)
Income iax axpense { {crecht) ' 6,245 40,148 (2,809)

Tax consolidation

Al the date of this report, the Directors have not made any formal decision related to the Implamentation date of 12x consolidation.

The likely operative date for tax consolidation is expected 10 be 1 January 2004 10 avail the benefits under the transitionial tax censolidation
rules. 1t is consicered that there will not ba any material adverse impact on the consefidated entity in respact of ihe cairying value of deferred
1ax balances in various group subsidiaries as currently reportad. Rurther, Aristocrat Leisure Limited, as the parent entity, intands 1o provide
compensation to its wholly owned subsidiaries for the deferred tax batances that may be transierred to 1t as parent entity of the tax
consoliciated group.
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Consolidated Parent enity
2003 2002 2353 02
Notes $'¢00 $000 000 30
Neote 8 / Dividends
Ordinary shares
Intesirn dividend lor 2003 of 3.0 cents (2002 - 5.5 cents): paid
- Franked @ 30% 25,0631
Final dividend tor 2002 of 6.5 certs paid in 2003, recognised as a
ligbility at 31 December 2002 but adjusted against retained profits
at the beginning of the financial year on the change in sccounting
policy lor providing for dividends (note 10w)):
—Franked @ 30% 28,700
Total dividends orovided for or paid 54 721

Dividends not recognieed at the end of the periad

Since the end of the year the directors have recommended the payment of a final dividend of 3.0 cents (2002 - 6.5 cents) per fully paid
ordinary share, partially franked (2002: fully franked) 1o 1.2 cents based on tax paid at 30%. The aggregate amount of the proposed final
dividend expected 1o be paid on 24 March 2004 out of retained profite at 31 December 2003, but net recognised as a liability at the end

of the year as a resuft of the change in accounting policy for providing for dividends (note 1(w)) is:

14,100 -
Franked dividends
The dividends propoased as at 31 December 2003 wil be partially franked out of existing franking credits.
Franking credits available for subsequent financial years based on a T e
tax rate of 30% (2002 30%) ) 2580 18,157 2,505 2,663
The above amounts represant the balancs of the franking account as at the end of the financial year. adjusted for:
(a) franking credits that will arise from the payment of the current tax liabitity
by franking dehits that will arise from the payment of Qividends recognised as a fiabifity at the reporting date, and
{cy franking credits that may be prevenied from being distributed in subsequent financial years.
Parent entity retainad profits
Intermal dividends wilf be declared to the parent entity from its subsidiaries prior to the payment of any dividend.
Dividend re-investment plan
The last date for receipt of election notices under the Dividend Re-investmant Plan is 5pm on the recard date; 10 March 2004
Note 7 / Cuirent assats — Cash assets
Cash at bank and on hand 33 70,291 81 71
Note 8 / Current asssts - Becsivables
Frade debtors* 342,657 -
. Less: Provision for doubltiul debls 14,237 - -
328430 e = -
Deferred expenditure* LI r ¢4 A 1,770
Other debtars and prepayments* 9,026 - -
338,848 1,776 1,770

= fefor 1o Noi2 12 106 Mie por-Ccamend COSnS of hese recehvabies




Consalidated

Parent entity

2043 2002 2003 2002
Notes $'000 $'000 a0 $000
Note 8 / Current assets ~ Inveniories
Raw materials and stores - at cost L 77,469 . 147.607 -
Less: Provision for obsolescence 38,047 12,664 - -
37,822 134,043 - -
Work in prograss 8% A 4804 -
Finished goods -atcost . 36,463 £6.222 -
Less: Provision for cbsolescence 8,810 3814 -
32,853 62,408 -
Contract wark in progress A 335 318 -
Irveritory in transi - at cost . 8,724 3796 -
78,640 206,084 -
Aggregate carrying amwount of inventories
Cugrent - as above 206.064 -
Non-current 13 1,108 -
78,802 207372 -
Note 10 / Current assets - Other financial assets
Investment securitiss™ 1 4778 ~
Intefieciual property tights 24728 ~
26.503 -
© R i Nole 34 for the oos-cumerd portions of thess oitier fnaneil asser.
Note 11 / Current assets — Tax assets
Incorne 1ax receivable 9,398 - -
Note 12 / Non-cufrent assets — Receivables
Trade debtors* £5.868 : . e -
Receivable from cther controfied entities - LaZ3,08 ) 508 951
Deferred expenditure* 4200 2,550 4,320
Other debtors and prepayments* 5.089 378 2638
76137 425,846 516,810
* Reder i Nole € for the curins ponions of these receivalies.
Note 13 / Non-current assets - Inventories
Raw materials and stores - af cost* 2.008 -
Less: Provision for obsolescence 500 - -
1.108 - -

* Refer in ficte 9107 e cument porons of ihese ivert
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Consofidated Parent enity
2003 2002 803 2002
Notes §'000 $'000 $'o00 $000

Note 14 / Non-current assais - Other financial asse's

Other {inancial assets L e
Investment securldes” 13,664 19,040

Shares in unlisted controlied entities - - 405
13,664 18,040 405 405

* Aader 3 Mole 10158 108 SusRan) [on oty ol asseis.

MNote 15 / Non-current assets ~ Property, plant and equipment

Land and buildings e S

Land and huildings ~ ai (air valus 42,744 88,246 - -

Leasehold improvements ~ at cost 16,107 -

Less: Accumulated amodisation 3821 = -

@ 12,2668 - -

& Total land and buildings 70,532 - -
Plant and equipment

Piant anc squipment owned - at onst 146,260 L ) -

Less: Accurnulated depreciation 86,002 ' - -

60,258 - -

Plant angd equipment owned under finance lease - at cost 5,665 - -

Less: Accurmilated depreciation 1.445 - -

4,220 - -

Total plart and equipment ‘ 57,729 64,478 - -

108,496 135,010 - -

Yaluations of land and buildings

The basis of valuation of land and buildings is falr value being the amounts for which the assets could be exchanged between willing parties
in an arm’s length transaciion, based on current prices in an active market for similar propertes in the same conddition and lacation.

The Oecember 2003 valuations for the Austratisn based properties at Rossbery NSW, wera based on independent assessments made by

a certified practising valuer. Mr R. Horton {Fellow of the Ausiralian Prapsrty Institute), of ADN valuation Services. The 2003 valuation for

LS based properties in Nevada was based on an independent opinion ¢f valug” carried out by Colilers international.




Reconcilistons
Reconcifiations of the canying arounts of each class of progerty. plant and equipment at the beginning and end of the curent finansial year
are set out below:

Land and Leasennid Plant and Leased plant

buddings improvmanta aquipment  and equiprnent Toted
$000 $'000 $000 $'000 £'000

Consolidated
Carrying amount at 1 January 2003 58,246 80.258 135010
Adiditions 5 30,142 30,503
Disposals {3.883} {3,307 (7618)
Dsprediation/amartisation expense {565} (26.881) (50,574}
Revaluation {8.082) - (6,062)
Foreign currency exchange differences {4,467} e (6829) ST {12.023)
Transfers?® - - - 1,784 {1,784} -
Carrying amaunt at 31 December 2002 42,744 9.023 56,267 1.462 109,466

*hanufers epmai $Ens of plant v aquipmay acquired wsr louss agreements thar s beer rekinexd! al the end of the iaase pesiod ard then moved 10 Seaud plad and egdpsnent

" Note 16 / Non-current assets — Defsrred tax assets Consalidated Farent entity
2003 2002 2003 2002

Notes 3°000 $'000 $'000 $000

Future income (ax benefit 56,875 37145 10,565 2586

Of the amount shown as a future income tax benefit, $11.742,000 (2002: aif) is atributable 10 tax losses.

Note 17 / Non-current assets - Intangible assets

Gooowil : U-10e,325 . 286039 L . -
Less: Accumalated amartisation 38,685 33.422 - -

70,640 252617 - -
Capyrights. patenis, frademarks and licencing rights 2.998 T . -
Less: Accumulated amortisation 1.014 - -
: - 1984 - -

70,640 254 601 - ~

Goodwill has been raviewsd at 31 Decerntier 2003, and adiusted to reflect the amount and timing of expected fulure benefits.

As a rasull of this exercise, a write down of $86.3 miftion has been recorded against goodwill arising from the acquisttion of Casino Data
Systems ("CDS") inJune 2001, The balance of the movemnent in goodhwilf arises from foreign exchange and amortisation.

Note 18 / Current liabilities — Payables

Trade craditors oy 173814 54308 vl -

Other creditors ‘ 25,826 14088 1,095 959
198,240 248,396 1,085 459




Consofidated Parent entity
2003 2002 2043 2002
Notes §'000 $000 $'6on $000
Nete 19 / Current Habilities - Interest bearing liabilitles
Secured
Hire purchass liaoititias* 30 2827 e - -
Bilis payable - - -
2927 -
Unsecured
Biiis payable* 5929 -
8.856 -
* Balst 1o WGR 23 It W68 DON-CUtnant BORnE &f Yhese itenesi BRaring iphiies.
Note 20 / Current liabilities -~ Tax liabilities
Pravision for taxation 8,240 452
Note 21 / Current fabllities ~ Provisions
Divicend 28,700 28,700
Employee teneliis* 34 7.387 -
Progressive jackpot liabilities* 1(s) 4,116 ‘ -
Warrarities 1) 1.412 - -
42 815 ~ 28,700
~ Batar 10 Mute 24 tor ke aon-cumet pcn%:ﬁuz of these e
fovements in provisions
Moverments in each class af provision Guring the financial year, other than employee benefits, are set out below:
Progressive
jackpot
Bividends liabilites Warranties Tota!
$'000 $'000 $'000 $'000
Consolidated - 2003
Current and non-current - —_—
Carrying amount at start of year ’ 128,700 - 22,885 63097
Adjustment from change in accouniing policy (note 1(w) ST (29,700) - {28,700)
Net eddilional provisions recognised - (5.389) (4,325)
Carrying amount at &nd of year ~ 17,406 19,972
Parent - 2003
Current
Camying amount at stert of year - - - 28,700,
Adjustment fromn change In accounting policy {note 1(wh {28,700 - - {28,700}

Carming amournt at end of year - ~ -




Consolidated

Parent srtity

2003 2002 2003 2002
Notes $000 $'000 300D 3000

Note 22 / Current liabilities - Cther
Deferred revenug” 34,162 54,366 - -

¢ Reder i Nole 25 lor the non-cuowi Goficas of iness olfier bdties.

Maote 23 / Non currani liabilities ~ Interest bearing fabilities

Securad

Hire purchase liabilities” 30 1228 - -
Unsecured BRI

Convertible subordinated bonds 172,686 - 230,292 230,262
Bills payable* - 122.002 - -
Total unsecured non-current inlerest bearing lialilites 172,666 352.204 172,688 230,282
Total non-current interest bearing liabifties 172,844 353422 172,668 230,262
Secured labilities

Total secured! liabifities {current and non-current) are:

Bilis payalie - -
Hire purchase liabilities 155 - _
Total secured liabiliies 1,553 4355 -~ -
* Reder i Nofe 72 10r ihs Cuner DORRNE OF s Fusres boamsy Satkines.

Asssts pledged as security

The carrying amaunts of assets pledged as security for drawn and undrawn facilities are:

Fixed and floating charges over assets 258,259 - -
Finance lease )

Flant and equipment undes finance lease 15 4220 - -
Total asseta pledged as sscurity 4220 - -

Convertible subordinated bonds

The parent entity Issued 1USS$130 milfion of 5% convertible subordinated bonds on 31 May 2001 and 23 June 2004. The bonds mature
batween 31 May 2006 and 23 June 2006 and are convertible at any time between 28 August 2001 and 16 May 20086 inio hully paic ordinary
shares in the parant entity at a conversion price of A$8.00 {subject to adiuatments) a premium of 26% over the share price of he parent
entity's ordinary shares on 31 May 2001, The bonds are radeamable by the parent entity at any time atter 31 May 2001 in certain

circumnstanices et out in the QOffering Memorandum.

87
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Notes to the financial statements
31 Dacember 2003
Consolidatec Parent entity
2003 2002 2803 2062
Notes $'8en $G30 $980 $°C00
The bonds are pracented in the statement of financlal position as foliows:
Face vaiue of bonds isaued 172,666 230,262 172,886 230,292
Non-current liablliny 172,866 230,202 172,858 230,262
Finencing arvangements
Unrestricted access was available at balance date 10 the following lines of cradlit
Cradi standby arrangements E
Totat tacilities
- Bank pverdratts 5,000 -
— Bank loans and Lills payable 302,059 -
- Othner facilities 18,750 -
326.809 -
Used at balance date
- Bank overdrafts - -
- Bank loans and bills payable 127,931 -
- Other facilities 4,155 -
132.088 -
Unused at balance date
- Bank overdralts 5000 -
- Bank loans and bilfs payable 174,128 -
- Cther facilities 15,565 -
194,723 -
The applicable weaighted average interest rates are shown in note 33
Notg 24 / Non current liabilities — Provisions
Ernployee benefits™ 34 §.340 -
Progressive jackpot iabilities* . 1(s) 18,768 ~
24,108 -
* Reler 16 Male 21 fof he cusredl penfons of these provisions.
Note 25 / Non current liabilities — Other
Unseeured
Deferred reverug* 25,966 -
Other 5.386 ~ -
‘ 31,382 - R

* fefar o Woie 22 ipt the curpen! ponions of ithese clber Sabifties.




Parent entity Parent entity

003 2002 2003 2002
Shares Shares §'030 $000

Noie 26 / Contributed squity
Qrdinary shares, fully paid 470228484 458270939 246,020

Movements tn ordinary share capital e
Qrdinary shares al the beginning of e financial year a) 456270888 . 451.237.204

232344
Shares issued (inctuding transaction costs) e} - 5,838,040 - (244)
Aristacrat employes opilon plan share issues (c) : |.428,666 ., 2.880.660 4,763
General employee sharg plan issLies ) -1,181,789 . 337 878 -
Dividend Reinvestmant Plan (e} 6,508,040 1,805.089 8,123
Qrdinary shares at the and of the tinancial year 470,226,484  456,270.939 245,020

@

(b}

(©

{d}

(e}

Ordinary shares
Crdinary shares erititie the halder to participate in dividends and the winding up of the camaany in gropartion to the number of and
amounis paid on the shares beld.

On a show of hands avary holder of ardinary shares present at a meeting in person or by proxy. is enfitled 1o one vote, and upon a poft
each shara is entitied 10 one vote.

Shares issued
Shares issuad during the financial year were for the undetwriting of e interim dividend paid on 9 September 2003,

Share options
Information relating 10 option plans, incluciing details ot options issued, axercised and lapsed during e financial year and options
outstanding at the end of the financial year are et out in note 34,

General empioyee share pian
Information cancerning the GESP is set out in nota 34,

Olvidend Reinvestment Plan

Al the May 2002 AGM, shareholders adopted the Arisiocrat Dividend Rajnvestmant Plan. The Plan allows sharsholgers to reinvest thelr
divigends i new shares Issuad by the Company. The issue price for such shares s Detween 85% and 100% (as determined by ihe
Directors) of the waighted avarage markat price of the shares over the five business days up 10 and including the cividend record date.
The Directors dstermine at the time of the ceclaration of each dividend whether the Plan will apply to thai dividend.




Consofidated Parent entity
2403 2602 2603 2002
Notes $'000 $C00 S000 $000

Mote 27 / Reserves and retainsd profits

(2} Ressrves

- 725

Assel revailation resere FONTPRS -
Foreign currency ransiation reserve . (?{);‘198) 8,002 -
Capital profits resarve o ”‘107 107 -
(ro,091 BH34 -

Alovemeants
Asagl revaluallon réserve
- Opening balance 725 -
- Becrement on revaluation of freshold

land and buildings during the vear - -
- Closing halancs 725 -
Foreign currency tansleton resemve
~ Opening balance 529) -
- Net exchange difterences on transiation

of foraign controlled engtizs 8,531 -
- Closing balance 8,002 -

&) Retained profits

Retained profits at the beginning of the financial vear 117.735 22,950
Adjustrent resulting from change in accounting policy R
for providing for dividends 1) - 29700 -
Adjustrment resulting from change in accounting policy e
for providing for employee benefits 1() - -
Net profit / {loss) attributabie to roembers of L : e o
Avisiocrat Leisure Limited - {106,040) 80,203 S l(,001) 48,100
Dividends provided for o paid 8 {43,477) {54,731) (43,477) (54,731}
Reainad profits at the and of the financiat year 23,036 143,207 {453} 14,315

(¢} Nature and purpose of reserves
(1} Assat revaluation resene
The asset revaluation reserve is used to record increments and decrements on the revaluation of non-current assets, as described in
note 1(). The baiance standing to the credit of the reserve may be used 1o satisy the distribution of bonus shares 1o shareholders and
is only avallable for the payment of cash dividends In limited circumnstanices as permitled by law.

(i) Forefgn currency transiation reseng
Exchange differances arising on transiation of sell susiaining {oreign contratied entities, are taken o the foreign currency translation
reserve, as descrived in accounting policy note 1),

371 ¢ million of the net sxchange difference on trensiation of foreign controlied entities relates fo the revaluation of the COS goagwill at
e axchangs rats prevailing at the date of the revaluation bsing 31 Dacember 2003 {nate 17).

(i) Capital proiits reserve
Upon disposal of revalued assets, any related revaluation increment standing to the credit of the asset revaluation reserve is ransfered
io the capital protils reserve. :




Flets 28 / Contingant liabilities

{2) Parest ontity
A contingant liability exists in relation to & guarantas given by ithe parent entity in respent of joans, advances, hire purchase and leasing
lacilitfes extended 10 a controfled enfity. Aristocrat Tethnologies Australia Ply Lid.

The parent emity had a contingent fiability of $330.486 (2002: $392.786) in raspect of discounting and guarantee faciities.

{8} Consolidated entity
) Under the terms of severance agreaments with a former executive director. a cantralled entity s obfined 10 fund certain coats of &
motor vehicle provided to the former axecttive director for an indetinite period. The estimated annual cost of providing the motor vehicle
and associated benelits amaounts 10 $42 994 (2002: $51.593).

iy Several other contralled entities within the consaliGated entity are parties to il actions. Based on legal advics, the girectors are of
the oninion that no matenal loss will arise.

it The consalicdated entity had a contingent liabifity at 31 Decernber 2003 of $380,488 {2002: $332,786) in respect of a guarantee faciity
proviged by Commonweszlth Bank of Australia.

v} Undler the terms of currently held service contzacts, termination benefits may be raquired 10 be paid by the parent entity or a
contraied entity 10 & Diractor and senier executives. at the option of the ihdividual parties 10 the agreements depending on individual
circumstances. The amaunts, which may be pald, depend upon the specific circumstances in which termination ocours.

v} Aristocrat Leisure Limited, Aristocrat international Pty Lid and Aristocrat Technologies Australia Pty Lid are parties to a deed of cross
guarantees which has been lodged with and approved by the Australian Securities and Investrments Commission as discussed in note 41

vi} Aristocrat has entered into an agreement to licence technology relating o cashless gaming systems in the United States.
The iotal royafties payable by Aristocrat under the agreament are subject to annual review Aristocrat expects 1a pay armual royalties
af up 10 $13.000.000.

vii) Asistocrat has entered inte an agreement solety in the United States, to licence certain specified patenis for the life of the patents.
The totaf fees recefvable under the agreement are subject to annual review. Aristocrat expects 1o receive annual ficence fees of
up 1o $6,500,000.

wiiij A statement of claim against Aristocrat Leisure Limited was filed by the former Chief Executive Officer, DH Randal, claiming damages
for breach of contract in the order of §12,000.000 and a berus of $300,600 plus interest and other alfeged entitiemenis. The procsedings
are being defended. At the date of this repost it is nat passible (o determine the fikely outcomne of those proceadings.

i Group procsedings were filed against Adstocrat Leisure Limited in the Supreme Court of Victoria by a group of shareholders wiho
acguired shares in the period 20 September 2002 and 26 May 2003. The claim refates 1o the parent eniity’s disclosure of information
wefating to its financial perfommancs during that period. The group seeks unspecified damages, declarations, interest and costs. The
proceedings are being defended. As at the date of this report, # is not possible to quantity the armount of the claim or to comment an
the likely outcame of the praceadings.

x} A claim was filsd against Aristocrat Technoiogies Australia Pty Limited by the Tormer Chief Financial Cfficer. L Jeyara], seeking certain
arders including orders varying the terms of his employment agreement sa as to enitle him {o up to 24 monihs notice of temination
(or payment in fieu] or other afternative orders. The proceedings are being defended. On the basis of the claim for compensation to the
value of 24 monihs notice of payment in lieu, the contingent claim made in the proceedings is in the orcer of $1,270.000 plus costs
and interest. At the date of this report i is not possible to determine the likely cutcome of the proceedings.

Note 28 / Events ocouring after reporting date

A complaint was ‘served in February 2004 on Aristocrat Lefsure Limited. Arisiocrat Tachnologies Austratia Pty Limiled and Anistociat
Technologies inc. on behali of a US based individual. The plaintiff is seeking unspetified compansation and damages against Aristocrat and
third party defendants in the gaming industry. The plaintiff alfegas. amongst other things, that Arlstocrat’s Hyperfink progressive jackpot
gaming machines infringe a US patent. The proceedings are being defended. At the date of this report it is not possitie ta determine the
tikely outcome of those proceedings.




Conspiidated
2003 2002
Notes $one $C00

wote 3G / Commitments for expenditure

Capital commitments
Capiial anc other commitments contracted for at the balance
date but not recognisad as liabifities, payable:

Parent entity
2083 2002
one $000

Wihin one yeas 1.525 -
1,525 -

iLeasa commitments

Operating leases

Commitrnents for mirimum [ease payments in relation 10

non-cancellable operating leases are payable as foliows:

Wihin one year 10,864 -

Later than one year but not later than 5 years 26,922 -

Later than 5 years 22,009 -

Commitrnerts not recognised in the financial statements 59 585 -

Hire purchase liabilittes

Commitments in relation to hire purchase are payable as follows:

Within cne year 3312 -

Later than one year but not later than 5 years 1,255 - -

Minimum lease payments 45687 e - -

Less: Fulure finance charges 412 - -

Recognised as a fiability 4,185 - -

Total lease tizhifities 4,155 - -

Represanting hire purchase fiabilities:

Currert 18 2.827 -

Non-current ) 23 1.228 - -
4,155 ~ -

Note 31 / Non-cash financing and investing activities

Acquisition of plant and equipment and motor vehicles .'...,'TQ ! e ‘
by means of finance leases and hire purchase agreements 220 2,054




Bauity Holding

Cousry of 2003 2002

Nole  incorporation % %
Note 32 f Investmenis in contrclled anitities
Uitimate parent entity
Aristocrat Leisire Limited Australia -
Controlled entities
Arisiderat Technologies Australia Pty Lid Austraiia 100
ASSPA Pty Ld Australia 100
Aristacrat Leiswre Industries Superannuation Pty Lid Australia 100
Aristocrat Technology Gaming Systers Pty Limited Australia 100
Aristocrat Technical Services Fty Ud Australia 100
Aristocrat Properties Pty Lid Austratia 160
Aristocrat infernational Pry Lid Apsiralia 100
Aristocrat Technologies Ewrape (Holdings) Limited UL 100
ASSPA (UK.} Limited UK. 100
Artstocrat Technelogies Europe Umited UK. 100
Aristocrat Technologies N.Z. Ud New Zealand 100
Aristocrat Technologies, Inc. Usa. 100
Casino Data Systens USA. 100
CDS Signs, Inc. USA. 100
CD3 Services Gompany USA. 100
CDS Gaming Systems, Inc. USA, 100
Turbopower Soltware Gompany US A, 100
COS Graphics and Imaging. Inc. USA. 100
Henson Distributing Company USA. 100
Aristocrat Funding Corporation US A, -
Asistocrat Funding Carporation Pty Ltd Australia -
Avistocrat Argenfina S.A. Asgentina 100
Adistocrat CA Verezuela 100
Aristocrat Atrica (Pty) Ltd South Africa 100
Aristocrat Technologies Alrica (Pty) Lid South Africa 100
Aristocrat Technologies KK Jepan 100-
Asistocrat Hanbai KK Japan 100

{(a) These controlled entitias have besn granted relief from the necessity te prepare accounts in accordance with Class Order 98/1418
isstied by the Australian Securities and Invesiments Commission. For further information, refer to Note 41.

&y Contclled entities audited by other PricewaterhauseCoapers firms.

() Conirolled ertities for which stalutory audits are not required et 31 December 2003 under relevant locdl legislation.

Note 33 / Financial instruments

{a) Credit risk exposures
The credit risk on financial assats of the consolicatad antity which have bean recognised on the statement of financial position,
other than investmenis in shares, js generally the canying amount, nef of any provisions for doubtiul debts. Trads receivables includes
£44.0 mitiion (2002: $88.1 milion) cue from thrae South American custormers of which $37.0 miflion (2002: $23 8 miflion) is included in
daferrad revenue (notes 22 and 285).

{b} Inierest rate risk sxposures
The consalidated entity's axposure (o interest rate risk and the effective weighted avarage interest rale for each class of financial asseta
and financial liabilities is set out below. Exposures arise pradominantly from assets and lebifiies bearing variable interest rates as the
consofidated entity intends to hold fixed rate assets and liabiities to maturily.




Weighled Fixed interest raaturing in:

aerage Fioating 1venr Cuver  Non intersst Total

interest mte interest rate of less 1405 years bearing
Notes % 5000 $000 $000 000 $000

2063

Fmanciai asscts )
Cash and deposits 7 - 103,983
Loan to {formey) director 38 - 2.211
Trade receivablas 812 - 256,563

. Other financial assets : .

|~ investment securilies §0,14 12,664 - 2157

13.684 2566583 384,343

Fawancial liabiites

Payables and other 1825 - 204607 204807
Hire purchase liabifities 19,23 178 el 1,453
Loans - other 23 172.668 72,666
Bifla payabig 19,23 - - - 160
Progressive jackpat liablities 2124 12049 L 17.496
185,093 204,607 306,522
Net financial assets / {iabilties) 103,893 3501 {171,429) 51,956 11,979
2002
Financial assets
Cagh and Ceposite 7 70,291 - 70,261
Loan to drector 38 - 2.850 2,850
Tradke receivables 812 - - 308,298
Other financial assets _
— investment securilies 10.14 - 19.04C - 23815
70291 21,000 388 208 495,354
Financial liabifities e
Payables and other 18,25 - - 253.782
Hire purchase flabilities 19,23 - 1,228 4,155
Loans ~ other, 23 - 230282 230.292
Bitls payable 1923 - 122,002 . T 127931
Progressive jackpot liabilities 21.24 - 18,769 - 22885
- 372291 253,762 639,045
Net financial asseis / (labilties) 70,291 {350.301) 144,516 (143,807)

{e) Forward exchange contracts
A member of the consalidated entity purchases inventory fems designated in US dottars and Ewopean dollars. To protect against
adverse exchange rate movamenis, forward exchange contracis 1o purchase US dollars and Euros are used. Al balance date, two
forward contracts to buy USD 449 833 and sefl ZAR at an average rate of ZAR 7.16: USD 1.00 with a maturity of less than five months
and one forward exchange coniract to buy Ewo 50,534 at a rate of ZAR 7.85: Euro 1.00 with a malurity of less than one month were in
place. As these contracts are hedging anficipated future purchases. any unrealised gains and osses on the contracts, together with the
cost of the contracts, are deferred and will be recognised in the measurernentt of the underying transaction.

(¢} We fair velue of financial assets and Habilitles
{i} On-baiance sheef
The net fair value of cash and cash equivalents and non-inferest bearing monetary financial assets and finandial fiabilties of the consafidated
entity appraximates thelr carying amours.

The net falr value of other manetary financial assets and financial Fablities is based upon market prices where & market exists of by
ciscounting the expected futtre cash flows by the cusrent interest rates for assats and liabifities with similar fisk profiles.

S (5} Of-balance sheat
Al 31 December 2003. there were na ofi-halance sheet linancial assets or liabilities.




Consalidated Parent entity
2603 2002 2003 2002
Notes $60 5000 FCH0 $'000

Note 34 / Employee benefits

Employee benefits and relaied on-costs liabilities:

- Included in payables - cument 18 22,858 -

- Provislon for empiloyee benafits — current 2 7.387 -

- Provision for employee beneflls - non-cuent ) 24 5340 - -

Agaregate emplovee benellts and rzlated on-costs liablfities 35.586 - -
o Numbey Numbar . Mumber - Number

Empieyee numbers e

Number of employees‘at the end of the financial year 2,838 2.408 h - -

Aristocrat Executive Share Option Plan (AESCP)
The AESOP was established on 3 June 1986, It operaled as past of an execulive remuneration scheme untif it was replaced by the Employee
Share Option Plan. details of which are given below. There are ne options cuistanding at balance date.

As at 31 Decermnbisr 2003, no executives (2002: 1) wers entitled to any {2002: £6,658) options under this plan.
Empioyse Share Option Plan (ESCP)

The ESOP was established 10 issue options over crdinary shares in the parent entity o employees of the group. Options are exercisabie,
subject ko company performance hurdles, under the terms of aach option sefies.

Options are granted under the plan for no consideration and are granted for a five year period.

Optians are divided Mo aither two equal ranches which must De held for at least 12 and 24 months respectively or they are divided Into four
equal irarches that must be held for at least 18, 30. 42 and 54 months respectively.

The smployes's entitiernents 1o the options are vested as scon as they become exercisable.
The pplions cannat be transierred. have no voting or dividend rights, and they are not quoted on the Aushralian Siock Exchange.

The exercise price of the options is based on the weightad average price for alf shares in the Company sofd on the ASX curing the ong week
period leading up 1o and including the grant date (or such ather date or period as ensures comphiance with any rélevant laws relating
10 123xalion).

Amounts receivable on the exercise of the options are recognised as share capital.

As at 31 Decamber 2003, 131 embloyess (2002: 166) were entitled to'8.627,336 {2002: 13,2%8,336) options under this plan.




Notes to the financial statements
31 Decombor 2003
Qotions are detailed in the table below:
Grant Exphy Exercise Options at Add: new  Less:opfions  Less: options Options at
Option Saries  Notes dale date price sian of vear issuss exercsed iapsed erxi of year
L4 Numbar Number Number Mumber NMumbes
Series 05 (a) 12-Aug-e8  12-Aug03 £.8000 £6 666 - mees - -
R 58,666 65.566 -
Series 07 (o 15-0sc08. 15Dec03  © 13525 610000 363000 14T -
Series 08 © GJan09:  B8Jan0d4 TS0 807000 - 60, 747,000
Series 10 O 25Augh9 - 25-AugO4 127875 T 400,000 - : -
Series 11 © 6Sep8s . 68ep04 23725 480,000 - : 440,000
Series 12 O SA000 A0S a8 231833 - 2318338
Series 13 @) 44000 - 105 1i5a128: 400,000 - -
Sefies 147 () A-Aug00 | 1-Augds - 57605 800000 - 800 -
Series 14B © i-Aug00 - 1-Aug0s  UATE0S . 283000 - : 70,000
Series 15 © 28-Aug00 - 28-AugDS  LLBT09T 40,000 - .4 -
cefies 18A  (b) 4Sepu0 4Sep0s 160289 200000 - 2 , -
Series 168 © 4Sep00 . 4-Sep05 60289 23,000 - s 23,000
Series 17A ) }1:_Nov4’}0 T 1-Nov-05 80108 . 200,000 - [ 206,000
Series 17B © ANov00  iNov08 - 60IE 682000 - 469,000
Series 18 @) 16Feb0i . 10Fep0s | EE24-  580.000 - 1400 180,000
Series 19 O tMardt 1Mar0s 63262, 33,000 - : -
Series 20 © 2du0t. 2u06 6984 L 800,000 - -
Saries 21 oy 20Ut 20008 L 65403 850000 - : 325,000
Series 22 @) 13AugDi: 13-AugD8 67820 ) 50000 - : 50.000
Series 23 (o) 24SepDt. 24-8ep08 64754, 100000 - a 100,000
Series 24 ) 250001 25-0ct08 3515 20,000 - L 20,000
Series 25 ) 18-Dec-01  18Dec8 63028 - 10,000 - .5, 5,000
Series 28 © I-MarQ2 . TMa07 153631 2970000 - BS0,000. 2320000
Series 27 (o) oeduz o 207 1,080,000 Ve - : 80,000
Series 28 (o  26-Aug03 - 28-Aug08 - -8s0000° - 850,000
Serios 26A () 1-Ssp03 - 1-Sep-08 . - 125000 - 125,000
Series 208 by -Sep-03 - 1-Sep08 21603 - 1125000 - 125,000
Series 26C {© 1-Sep03 - 1-SepL8 26603 - 125000 - 125,000
Series 2D (o 1-Sep03 - 1-Sep-08 31603 | - U125000° - 125,000
Serigs 30 li9)} 3-Nov-03 3-Nov-08 2.0000 - 200,000 - - 200,000
13056338 1650000 283000 5616000 892733
""""""" 13323002  1650.000 406656 5616000 8927338
Notes
{8) Options are exerdisable in 3 equal ranches at intenals of 36 months, 48 morths and 54 months after the grant date.

(©)

Ogptions are exercisable in 4 equal ranches at interva
(¢} Options are exercisable in 2 equal ranches atinterva

iz of 18 months, 30 months, 42 months and 54 monthe after e gram date.
1s of 12 months and 24 months afier the grant date.




Options exercised during the financial year and number of shares isued to employess on the exercise of options:

Consolidated
Fair value of
shares at
, issue date 2003
Exercise cale . $ Number
AESOP .
26 Jully 2003 s 56,668
65,668
ESOP
15 August 2003 86,000
21 August 2003 30,000
9 September 2003 5,000
4 Novernber 2003 10,000
& November 2003 50,000
18 Novemnber 2003 - 20,000
g Decamber 2003 50,000
10 Dacember 2003 55,000
30 Dacember 2003 83,000
383,000

Total 428,866

The tair value of the shares issued on the exercise of optlons is the waighed average price at which the Company’s shares were raded on
the Australian Stock Exchange on the day the options were exercised.

Consofidated
2003 2002

Number Number

Options vested at the reporting date 1,988,168 2.226.668

Cansolidated Parent entity
2003 2002 2003 Co2002
§ $ $ 3

Aggregate proceeds receved from employees on the exercise

of options and recognised as issued capital ' 550,857 4793277 B 550,857 4.793,277

Fair value of shares issued to employees on the axercise of options TR,
as af their issue dale ‘ 782,672 16,314,801 782,672 16,314,801

el

* ey,




Notes to the financial
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General Emploves Share Flan (GESS)

The GEGP was adopted by shareholders at the November 1886 AGM. The GESP is dasignad to provids emplayess with qualifving Aristocrat
shares under the provisions of Section 138C0 of the Australian Income Tax Assesament Act. The Directors dsterming each vear whather offers
of qualifying shares will be made. Such offers are limited to a maximum of A$1,000 of Adstocrat fully paid orcinary shares per employee for
no cash congideration and are made to alt permanent iuti-irne and part-time employees of the consolidated entiy. Shares issued under the
scharmne may not be sold untit the earlier of three years after Issue of cassation of employment by the consolidated enthy. s all other respecis
he shares rank equally with other fully-paid ordinary shares on lssue. The first offer was made only 1o employees based in Ausiraiia in 1986,
The GESP was subsequently extended 10 all permanent lufl-lime and part-time employess of ihe consolidated entlty globally. The affers have
certain tax advamaqe\‘ to Austratian-based employees and, where possibie. 10 overseas employess.

The number of shares issuad to parlicipants in the scheme is the offer amcunt divided by the weighted average price at which the
Company's shares are raded on the Australian Stock Exchange during tha five days immediately before the tate of the offer.

Weighted average Consolidated Parent
market price 2003 2002 2003 2002
3 Numbaer Number Number Number

Shares issued under the plan 1o participating émployees o

29 May 2003 55506 337.976 Ceemn 337978
11 March 2008 te73r . a3se - .g3s8 -
23 May 2003 : ‘ 16668 1173441 - 173,241 -

Arigtocrat Staff Superannuation Fund

During the 12 months ended 31 Decermnber 2003, the conirolled entities in Australia contributed a minimum of 9% of emplayess’ base salary
to Aristocrat Staff Superannuation Fund (ASSF), a participating fund in ING Corporate Superannuation, on behall of Australian-based
employess. Australian aroployees who are not members of ASSF are entitled to join an industry-based fund. The ASSF is a defined
coniribution fund.




Diectors of entiiies Director's

in the consofidated entty of parent entity
2003 2002 2003 2002
k3 5 -1 %

Note 35 / Remuneration of directors

Income pald or payable. or otherwise made available, to Diraciors by
entities in the consclidated entity and related partias in connection with S . e
he managerent of affairs of the parent entity or its controlfed entities 2,622,156 4,686,155 2,622,156 4,668,155

* The numbers of parent entity directors whose total income fromm the parent enttity or refated parties was within the specified bands are as foliows:

s 2003 2002
30,000 - 39488 2 -
40000 - 49498 1
70000 - 75,508 t -
80,000 - 98999 2 2

110,000 - 118,989 - 2
150,000 - 158,999 1 -
180,000 - 169.998 1 -
220,000 - 225868 - 1
750,000 - 759968 - 1
1,880,000 - 1.699.899 1 -
3,270,000 - 3.279.599 - 1

Options are granted to Executive Directors under the ESOF details of which are sat out in note 34. Ne options wera granted to Direciors
dising the 12 monihs ended 31 December 2003. Directors’ remuneration excludes the value of any options granted o Directors.
At 31 Decembar 2003, no Director holds any options.

Directors’ remuneration axcludes insLyance premiums paid by controlied entities in respect of Directors” and officers” fiability insurance
contracts as the contracts do not specify premiums paid in reapect of indvidual Directors and officers. Information relating 10 the insurance
contracis is et out in the Directors” Report.




Evacutve aificers Executive officers

of the consolidated entity of the parent entity
2003 2002 2003 2002
% $ $ $

Note 36 / Remuneration of executives

Remuneration received, or dug and receivablie, from entities In the
consoiidated erity and related panies by Austigiian-based axacutive
officers (ncluding Direciors) whose remuneration was & least $100.000: S Lot
- Executive officers of the parant entity 1_'1,897,739___ 4,024,208 }:‘1_,.83_7_,.7";3_9_ X 4024206

~ Executive officers of ather entities in the consolidated entity 6,248,307 4123752 - -
8,148,046 8,147,958 1,887,738 4,024,206

A summary of the numbers of options granted ta and axercised by Australian based executive oﬁicérs‘. {(with income of at least $100,600)
during ihe period ended 31 Decernber 2003 is sat out below.
Granted Exereised Quistanding
Mumber Number Number

- Australian-based executive officers of the parent entity -

- Australian-based executive officers of other enlities in ' FTET e
the cansoliddated ntity 1,106,600 166,600 2,014,000
1,100,660 100,000 2,010,000

Executive remuneration excludes the value of any options granted 10 executives. The feims and congitions relating 10 the options are set out
innote 34.

Executive officers Executive officers
of he consolidated antity of the parent entity
f 2003 2002 2003 2002

b3 ' A i
100,000 - 109,995 - 1 - -
180,000 - 189,909 1 - - _
230,000 - 238,909 1 - - -
200,000 - 209,008 2 1 - _
310,000 - 316,889 1 - - _
220,000 - 329,009 - 1 - _
330,000 - 339,849 2 - - -
350,000 - 350,509 - 1 - _
360,000 - 352,099 1 - R _
380,000 - 388,559 2 _ _ -
400,000 - 408,849 t 1 - ~
410,000 - 419,999 1 - - -
420,000 - 420859 - 1 - _
430,000 ~ 439,999 - 1 - -
480,000 - 408,508 ~ 1 - -
570,000 - 579,909 1t - - -
580,000 - 89,908 -~ 1 _ _
710,000 - 719,858 ' - 1 - -
780,000 - 759,909 - 1 - P
1,700,000~ 1700005 T - - -
1,880,000 - 1,899,999 1 - 1 -

3,270,000 ~ 3.279.949 - 1 - 1




Consolidated Farent ertity
2003 2002 2063 2002
$ 8 $ $
Note 37 / Remuneration of auditors
During the year, the aucitor of the parent emtity and its related
praciices eamed the following remuneration:
PricewaterhoussCoopers ~ Australian firm -
Audit or reviaw of financial reports of tha enlity or any entity Ll e
in the consolidated entity 219,103 - 292,750 -
Other aasurance ssvices 150,370 54,000 -
Total audit and other asstirance senvices : 346.750 -
Legal and campfiance 45 594 ~ éi
Employee services 123,180 - :
Total remtmeration 515604 -
Related practices of PricewaterhouseCoopers Australtan firm
(including oversaas PricewaterhouseCoopers firms)
Audiit.or review of financial reports of the antity ar any entity - AR
in the consolidated entity 614,803 | 302.250 -
Other assurance sepvices 125,280 62725 -
Total eudit ard other assurance services C745,088 382,575 -
Legal and compliance 174 34273 -
Benchmarking review - 126,751 - -
Total remuneration 762,240 545 699 - -

Auciit fees for the parent entity ware paid by a subsidiary entity.

Note 38 / Related pariies

Directors

The names of persons wha were Directors of the parant entity at any time during the financial year are as follows: WM Baker; P Draney,

JP Ducker; DH Randall; JH Pascoe: and AW Sieelman. The Directors SJ Simpson and P Moris obtained regdatory approval in February
2004 and are subject 10 sharsholgear approval. The appointrnent of PN Onelle. who was nominated as Managing Director and Chief Executive
Officer on 1 December 2003, is subject 1o regulatory approval. Wi Baker; SM Cohn; P Draney; JP Ducker; DH Randall; JH Pascoe; and AW
Steelman wers Directors during 2002. P Draney resigned as director 15 April 2003, DH Randall resigned as director from the parent entity and

controlied entities on 22 May 2003,

Remuneration and retirement benefits

information on temuneration and retirement benatiis of Diraciors is disclosed in note 35,
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Consofidated Parent entity
2003 2002 2003 2002
$ 3 5 $

Loans to Direciors and Director-related entities

Loans oulstanding: . > L
- Loan to OH and V Randall - US$1.665.000 (2002: USE1,665.000) . 2,2.1"!,443 B 2,848 513

2348813
Loan fapayments received: > _
- Lozn to DH and ¥ Randall e - -
Net proceeds on sale of Las Vegas, Nevada property - USS1.411,083 : 11,3?5,210 - ~ -
Interest revenug on foans to directors of entities inctuded in the PR
determination of profit / loss) from ordinary activities 34,464 34,454

Interest payments recelved: - :
~ Loan o DH and V Randall - - - -

The parent entity is involved in fitigation against Mr Randall (and his wife Mrs V Randall} in which the parent entity claims, amcngst other things,
principat of US$1,885,000 and interest in relation to a loan relating 1o a residential propenty in Las Vegas, Nevada. USA. Mrs Randall disputes
that she was a recipient of the loan. Mr and Mrs Randall claim that no amount by way of principal or interest is owing to the parent entity.

The loan was the stibject of & document called ‘Secured Promissory Note' dated 29 July 2002 axpressed 10 have Deen given by Mr and Mrs
Randall, In favour of Arislocrat Leisire Limited. The Promissory Nate arovicied for an interest only loan repayaible on sale of the rasidence or an
the departure of Mr Randat! from the company. The Pramissary Note provided, amongs! other things, for interast at the rate of 3% per annum.

During the year, the property was sold and proceeds from the sale of US$1,411,083 {net of selling costs and taxes) were received by the parent
entity on 19 Decembear 2003. In the liigation batwean the parties, the caurt may hold that those procseds ara tQ b offsel against any amotint
of the loan and accrued interest payable by Mr and Mrs Randall.

The terms of the Promissary Note provided for other monies. including late charges on definquent instaliments and default interest. to be
payable 1o the parent entity in certain circumstances. No such amounts are included in the above table pending the outcome of the lifigation
betwsen the parent enfity and Mr and Mrs Randall.

Actrued interest revenue included in the datarmination of profit / foss) from ordinary aciivities befare Income 1ax was nil (2002: $34,464). No
arnpunt of interast or othar monies has baen included in the determination of prafit / (Ibss) from ordinary activities in the currant reposting period
pending the quicome of the litigation hetwaen the parent antity and Mr and Mrs Randall.

Transactions of Diractors and Director-related entitiss conceming shares or share options
Aggregate numbers of shares and shars aptions of Aristocrat Leisure Limited acruired or disposad of by Directors of the company and
consolidated artity or their Director-relatad entities from the company:

Parent entity
2003 2002
HNumber Number
Acquisitions

QOrdinary shares acguired by on-market iransactions -7-300,000 . 10,000
Options granted under the Emplayee Share Option Flan Do 800,000
Qrdinary shares acquired under the Dividend Reinvastment Plan 4,242

Disposais L
Ordinary shares 300,000 53,000
Qptions exercised under the Empiloyes Share Option Flan - 266,566

Information on Directors and Directorrelated entities concaming shares or share aptions is disciosed in note 34,

Aggregate nurmbers of shares and share options of Aristocral Leisure Uimited heid directly. indirectly or beneficially by Girectors of the
company or the consolidated entity or thelr Director-related entities at balance date:

Ordinary shares ’ 508,349 - 498,588

QOptions aver ordinary shares ) - 2,400,000




Cther trensactions with Tirectors end Biecinrralated erwiities

A Director, JP Ducker was a Director of Edelman Public Relations Limited (Edelman). Mr Ducker resigned from his position 2! Edelman
on 7 March 2003, Edelman was paid $218,686 during 2003 (2002 $329,157) of which an amount of $100.457 was accruer for in 2002,
The provision of services to the consalidated entity was on normal terms and canditions. Na amaunt was payable to Edefman as at

31 December 20083,

A Director, P Morris was a Non-executive Director of Jupiters Limiled at the time of her nomination to the Aristocrat Board of Direclors on
21 August 2003, until her resignation as Director of Jupiters Limfted on 13 Novemnbear 2003, During his time, the conselfidated entity provided
823,444 of sewvices 1o Jupiters Limtted on normal terms and condilions.

A Diractor, JH Pascoe iz the Managing Oirecter of the Finance and Financial Services practice of Phillips Fox solicitors. Phillips Fox was paid
$669,836 {2002; $17.808) for the provision of services 1o the consalidated entity on nommal terms and conditions. An amotrt of $328,157 has
heen acerued for as &t 31 Decembear 2003,

A domestic residencs, in Sydney Australia, purchased in 2002 for $4.053.865 was solc for & book profit of $232 648 in December 2003,
The consolidated net 10ss on disposal of property, plant and equipment in 2008 Includes the tallowing revenue and expenses on the sale of
freshold land:

$°000

Revenue - cash cansideration : '»'.'"_ 4,402 "
Expense - sale ransaciongosts e (185)
Expensa - camying amount of land sold (3,584}
Gamn on sale 233

Whelly-cwned group
The wholly-owned group cansisis of the parent enfity and its whoffy-ownad controfied entitiss sat out in noig 32,

All transactions batween entities within the whally-owned group duting the year ended 31 Dacember 2008 and 31 December 2002 have been
efiminated on consefidation.

Tranaactions betwaen Aristocrat Leisure Umited and other entities In the wholly-owned group during the years ended 31 December 2003
and 31 Dacember 2002 conslsted of:

a)  loans advarced by Aristocrat Leisure Limited

(b} loans repaid to Aristocrat Leisure Limited

¢} the recsipt of interest on the above loans

(d) the payment of dividends to Aristacrat Laisure Limited)

{e) amanagerment fee charging out costs in relation to the Generat Emclayee Share Plan.

Parent entity

2003 2002
§'000 $000

Aggregate amounts included in the determination of profit/ {loss) from
ordinary activities before income tax that resuited from transactions
with entities in the wholly-owned group: )
Managemert fee revenue 7 T1,872. 2,026
Iritarest revenus T 10,422 - 15,784
Foreign exchange losses in relation @ intercompany 1oans ff-(81-,702) ) (35.235)

Dividend revenue 1 E,QQ? : 50,000

Aggregate amounts receivable from [ payable to entities in the
wheliy-owned group at balance date: G
Non-current raceivabies loans) : 423,018 509,951
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e Censolidatad
s 2003 2002
D Cents Cents
S Mote 33 / Earnings per share

s Basic eaminga per share T 22.8) 17.7
: Dilted eamnings per share ) (22.3) - T8
Consolidated
L 2003 2002
s Number Number
Weighted average number of ardinary shares used as the denaminator e U

L in calcudating basic eamings per share 462,348,720 453 664,849
84 L

2 : Weighted average number of ordinary shares and potential ordinary

shares used as the denominator in calculating dillted earnings per share 482655433  455636,687

information concerning the classification of securities

fa) Optiohs
Optiong granted to emplovees under AESOP and ESOF ars considerad io be potential ordinary shares and have bean included in the
deierminatibn of diluted samings per shara. The opticns have not bean included in the delerrnination of basic eamings per share.
Datails relating to the options are set out in note 34

| PRTTOREAT AR TE

{by Convertible suberdinated bonds
Convertible subordinated bonds are considered 1o be potential ordinary shares and have been induded in the determination of diuted
sarnings per share. The bonds have not been included in the determination of basic eamings per share. Detalls relating lo the bonds
are gat aut in note 23.

Conaolidatect Parent entity
2003 2002 2003 2002
$'000 $'C00 $'000 $0C0
Mote 40 / Reconciligtion of profit / (loss) from ordinary
activities after income tax {0 nst cash fow
from operating activities
Profit / floss) from ordinary activities alter income tax . :{306,040) : 80,203 46,100
Depreciation and amortisation R48T5. 36,856 -
Dividends ) ' - £50,000)
Other Income - (2.026)
Write-clown of intangiblas - -
Write-clawn af land and buildings - -
Net loss on sale of non-current assets 78 -
Net foreign exchange ditterencas {10,172} 0685
Change in operating asseis and liabiities: S
- Decrease / (increase) inrecavabies and deferred revenue : f_'__124,338 : {19.881) -
- Decraase / (increase) in inventories 128,270 (51,087) -
~ Decrease / (increase) in 1ax balances (7,980 - (22,571} (3.614)
: - Dacraase { {increase) in other operating acsels - ’-.‘-1-5,881.' : {21.682) 1,771
= - . ~increase / (decrease] in trade creditors and payaties - (44,826) 85585 B (122)
. ~ Increase ¢ (decrease) in OLNEr provisions {5,137} (8.448) - -
Net cash inflow / {(Qutifow) from operaiing activities 204,388 72011 {1,178) 1,794

N B 3
1




Notz 41 / Deed of cross guarantss

Adstocrat Leistre Limited, Asistocrat International Pty Lid and Aristocrat Technologies Australia Pty Uid are padtizs to a deed of cross
guaraniee Hat has been lotiged with and appraved by the Australian Securities and Invesiments Comimission. Under the deed of cross
guarantae sach of the above-named campaniss Guarariees the delts of the other named companies. By entering into the deed. the
wholly-owred entities have been relieved from the requirement (o prapare a fnancial report and Direclors’ report under Class Crder 98/1418
{as amended by Class Orders 8672017, 00/02321, 01/1087, 020248 and 02/1317) issued by the Ausiralian Secuiities and Investments
Commission. ’

The above companies represent 2 Closed Graup’ for the purposes of the Class Order, and 23 there ara no other parties 1o the Deed of Cross
Guarantee hal are conrolled by Aristocrat Leisure Limited, they also represent the *Bxtended Closed Group'

Set cut below is a consofidated statement of linancial peformance of the 'Closed Group'.

2083 2002
$'000 $000
Total revenue o 468,754 - 502,645
Cost of goods sald . (214,488) (270.737)
Research and davelopment costs e (62,570) (64,289)
Sates. marketing and distribution costs . 445,039) (54.958)
Genaral and administration costs pmnn {63 645)
Barrowing costs {15,428} (17.943)
Profit / {foss) from ordinary activities befere incoms tax expense - (54,404) 81,072
Income tax credit / (expensea) 23,239 (15,288)
Profit / {loss) from ordinary activities after incoma ax expense / net profit 31,205) 45,784
Nt increase / {ecreass) in asset revalualion reserve N (725) -
Agjusgment resufting from change in accounting policy for employee benefits {3548) -
Total revenue, expenses and valuation adiustments recognisad directly in equity {1,079 -
Toial changes in equity other than those resulfting from transaclions with owners as ownars 45,784
Set out below is 2 summary of mavements i consolidated retained profits of the ‘Closad Group’.
Ratained profits at the beginning of the financial year 57928
Adfustment resutting from change in accounting policy for providing for dividends -
Adjustment resulting from change in accounting policy for employee benefits L -
Proflt / (inss) from ordinaty activities atter Income tax expense 7 net profi | (31,205 45784

Dividands proviced for or paid {43,477) (54,731}

Retained profits / {fosses) at the end of the financial year 3,645 48,881
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2003 2002
$'860 $'000
Set out below s & consolidaled statement of financial position of the ‘Closad Group'.
Current assets S
Cash assets 235,383 11,168
Receivables 35,574 89,485
Inveriorias 230,779 54,811
Tax assats 2,813 -

Totat cusiant assets 92,449 145 584

Non-current assets

‘253268 1 410844

Recaivables 1
A inventories - 282 - 1,108
86 Other financial assets . 82,184 -

-“a " Property, plant ang equipment 76,320
Deferred tax assets 18,100
intangible assats L 3.431
Total non-curent assets ' 444,073 590,887
Total assets 736,561
Current liabilities
Pavables 87,104
Interast beasing liabilitles 2805
Current 1ax lighilittes (4.584)
Provisions 38,433
Other 15,078
Total current liabliities 138,833
Non-current Habllities
Interest beasing liabilities 251 518
Provisions 4,783
Oiher 5,866
Totat non-currant liabilities 302,165
Totat liabilities 267,406 441,008
Net assets ’ 269,118 295,463
Equity
Contributed equity 246,020
Reservas 462
Retained profits 48,981

Total equity 269,118 265,463




i

ok FOomiarre Lo bt
Arstocrat Leisure Limited
31 Denember 2003

The Directors declare that the Financial Statements and Notes set out on pages 45 to B8

{a} comply with Accounting Standards, the Cerparations Regudations 2007 and other mandatory professional seponting requirernents: and
(b) give a true and fair view of the Company’s and consolidated entity's financial pasition as at 31 Decsmber 2003 and of their
performance, as represented by the results of their operations and thelr cash flaws, for the financial year ended on that date.

It the Directors' opinion:

(8} the financial statements and notes are in accordance with the Corporatichs Act 2001, and

[0} there are reasonable grouinds 1o balieve that the Company will be able to pay i debta as and when they 1ail dus and payable; and

{c} atthe date of this declaration. there are reasonabie grounds 1o belisve that the membars of the Extended Closad Group identified in
note 41 will be able to mest any obiigations o liabilities 10 which they are, or may become. sublect by viriue of the desd of croes
guarantes describad in notg 41.

This dgeclaration is made in accordance with & resolution of the Oireciors.

J H Pascoe
Director
(
Sydney
24 February 2004
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independent audif report o the Members | o
Teleptione +61 2 8288 0530

of Aristocrat Leisure Limited Facsimie +61 2 6265 5005

Audit opinicn
in owr opinian, e financial reporf of Asistocrat Leisure Limited:

- gives a rue and fakr view. as required by the Copamtions Act 2007 in Australia, of the financial pasition of Aristoerat Leisuire Limited and
the Aristocrat Group (definad below) as at 31 Decamber 2003, ang of their parfcrmance for the year ended on thal date, and

- is presarted In accordance with the Carparations Act 2001, Accounting Stardards and other mandatary financial reperiing requirerents
in Australia, and the Corporations Regufations 20G7.

This opinion must be read In conjunction with tha rest of our audit report.

Scops

The financial report and direciors’ respensibility

The tinancial report comprises the statement of financial postion. statement of financial performance, statement of cash flows. accompanying
notes 1o the financial statements. and the directors’ declaration for both Arisiocrst Leisure Limited {the comparnty) and the Aristocral Group
{the consolidated entity). for the vear ended 31 December 2003. The consalidated antity comprises both the company and the entities it
confrolied during that year.

The directors of the company are responsible for the preparation and true and Tair presentation of the financial report in accordance with the
Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and internat conrals that are
designed to prevent and detect fraud and error, and for the accounting palicies end accounting estimales inherent in the financial report.

Audit approach

We conducted an independent audit in order 1o exprass an opinion 1o the members of the company. Our audit was conduciad in accordance
with Austraian Auditing Standards, in order to pravide reasanable assurance as 1o whether the financial report is rae of matenial
rnisstatemnent. The naturs of an audit is influenced by factors such as the use of professional judgernent. selective testing, the inherent
fimitations ol inermat control, and the availabiliy of persuasive rather than conclusive evidence. Therefore, an audi cannol guaranies that all
material misstaternents have been defected.

We performed precedures (o assess whether in af material respects the finencial report presents faily, in accordance wilh the Coporations
Act 2001, Accounting Standards and other mandatory financial reporting requiraments in Ausiralia, a view witich is consistent with our
wnderstanding of the compary’s and the canaalidated entity’s financial posttion. and of their performance as represented by the resufts of
their operations and casft fiows.

We formed our audit apinion on the basis of these procedurss, which included:

- examining, on a fest basis, infomation ta provide evidence supporting the amaunts and disctosures in the financial report. and

- assessing the appropriateness of the accaunting poficies and disclosures used and the reasonableness of significant accounting
estimates made by the diractors.
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When this audit report 1s included in an Annual Report, our procedures include reading the other information in the Annuat Report 10
determine whather il contains any material incensistencies with the financial report.

While we considerad tha effectiveness of maﬁag:;emem‘s internal conrals over tinancial reporting when determining the nature and extant of
our procedures, our audit was not designed o provide asswrance on intemal controls.

Our audit did not involve an analysis of ihe prudence of business gecisions made by directors or management,

Independence

in conducting our audit, we foflowed applicable independence requirements of Australian professional ethical pronouncements and the
Cormpormtions Act 2001

;l? Ld.wr—fbr’.-%d w-ﬂb@%;zém

PricewaterhouseCoopers
~
/g Wbﬁ‘i:? 7\0‘%«.
DS Wiadrowski Sydney
Partrer 24 February 2004

Liability is fimited by the Accountant’s Scheme under the Prafessional Standards Act 1984 (NSW)
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AESCP Aristocrat Ernployee Share Option Plan - Aristocrat's first share ogticn plan
- e page 77 for details of opticns exercised

AGE Australasian Gaming B0 ({trade show held each year in Sydney)

Asia-Pacific Asla-Pacific axciudes Japan for the purposes of this report

Appyoval Official ficence 1o operate within a venue, market or jurisdiction

ASX Austratian Stock Exchange

ATM Automatic Telles Machine

B&FS Business and Financial Services

Cs88 Convertible Subordinaled Bearer Bonds ~ see nole 23 to Financial Statements

Campany The tesm “Compeany™ includes all subsidiaries for the purposes of this report.

CMS Central Monitaring System

DACOM™ Aristoctat's proprietary alectronic monitoring aystem

DGR NSW Department of Gaming and Racing

OiA New Zealand Department of Intemal Affairs: NZ Gaming Reguiator

DRP Dividend Reinvestment Plan ~ see page 28

EELEX Eastern Evropean Leisure Exhibition {lmde show held aach year in Moscow)

EGM Etectronic Gaming Machins

EPROM Erasabie and Programmable Read Only Mernory: Memory Device

ESOP Employee Share Option Plan ~ Aristocrat’s cument share option plan ~ see paqe 77 lor detalls of options exercised

GEQP General Employes Share Plan

G2E Glabal Gaming Expo (rade shovw held each year in Las VYegas)

Hardware Physical Components {eleciricaf and mechanical!

HIN Helder Identification Number - see page 28

Hyperink™ Link Progressive Jackpo! System developed and paterted by Adstocrat

%
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ICE International Casino Exhibiion (age show held each year in Lorxfon)

IPART Independent Pricing and Reguiatery Tribunal, New South Wales

Jubilee Aristocrat's Rebuiid Divisian

LAB New South Wales Liquaor Administration Board

LPM Lirnited Paycut Market -~ opened in South Afica in 2003

Multigame EGM configired 10 enable sslection of games ftom apgroved ranges

MKV Aristocrat's proprietary Mark 6 game platform

MTGM Multi-Terminal Garming hMachine

Myp™ “Most Valuable Product” ~ MKY Series If Siot Machine

Mystery Conwrofier driven mystery jackpot systam

OASIS™ On-fineAccounting and Stot iformation System

Pachislo Pachista {or pachisio) machines are one of the two principa! genves of gaming machines offered 10 players in
Japan. Pachislo machines are simiar o EGMs but invalve physical {i.e. machanical) reels rather than virtual resia.

PID Prayer Infarmation Display

SRN Securityhalder Reference Number - ses page 28

Systermn 80005 DACOM 5000E Systern that includes table management

TGS TAB Garning Systems {acquired from TAB in 2001)

The Anakyst™ Graphical Data Retrieval System Developed by Aristocrat

70 Ticket in Ticket out (afso known as TOT?) means technology which permrits players 1o use tickels 1o purchase cregils
on EGMs and to receive tickets from the EGMs which are capable of being used In all other EGMs or being
exchangad for cash al a cashier or a redemption madhine in the venus (including EGMs produced by compeliors).
it has been agproved in most North American gaming jurisdictions.

TSR Total Sharshoider Return mode! - see page 36

Xcie™

Aristocrat EGM released in 2001
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PN Oneile*
Chief Exscutive Gificer and
Managing Director

WM BRaker
Nen-Executive Director

JP Ducker
Non- Executive Diractor

AW Steglman
Non-Execitive Director

DJ Simpson
Non-Executive Director

P kiorris
Non-Executive Director

Company Secretary

Frank Bush ia the Company Secratary of
Aristocrat Lelsure Limited. He is a fellow of
the Instite of Chartered Secretaries and
former Prasident of its Austraitan Board.
He ia a member of the Listing Appeals
Committee of the Australian Stock
Exchange anc a Feliow of the Seciriiies
institute of Austrafia.

*subject to regulatory approval

Gickal headguarters

Aristocrat Tachnologies Austalia
Ply Limited

71 Longuevlle Road
Lana Cove NSW 2C€8

Australia
Telephone: 61 2 8473 6300
Facslmile: 6128420 1352

wywe aristocralgaming.com

International
Hew Zealand
Aristocrat Technologias NZ Limited

22 Vestay Drive

Wi Wellington Auckland
New Zesland

Telephone: 64 9 256 2000
Facsimile: 64 8 256 2001

Europe
Avistocrat Technologies Evrope Limited

Falcon Unit 1 Storefield ‘Way
South Ruislip Middlesex
Engflend Ha4 QJS

UK.

Telephone: 44°(0) 20 8426 5822
Facsimile: 44 (0) 20 8426 5760

South Africa

Aristocrat Technologies Aftica (Pty) Limited

3 Kramer Road, Kramerville
Sandton

South Afvica 2148
Telephone: 27 11 448 2320
Facsimile: 27 11 448 2322

Japan

Arisicerat Technologies KK

71h Floar Ryukakusan Building

2 - 5-12 Higashi-kanda Chiyada-u
Tekyo Japan 161-0031

Telephone: 61 3 8835 0521
Facsimile: 81 3 5835 0523

Singapors
Aristocrat Technologies

61 Kaki Butkii Avenue 1

Shun U Indusiriai Park #04 - 26
Singapcre 417843

Telephone: 85 8444 5656
Facsimite: 65 6842 4533

The Americas

Administration, Sales, Sewvice, Markeling.,

Rasearch and Davelopment
Aristocrat Technologles, Inc.

7230 Amnigo Street

Las Vegas Nevada 85119
USA

Telephone: 1 702 270 1000
Facsimile: 1702 270 1586

Share registry
ASX Perpetual Regisirars Uimited

Level 8, 580 George Street
Sycney NSW 2000
Avstralia

Locked Bag A4

Sydney South NSW 1235
Austratia

Telephone: 6128280 7138
Facsimile: 612 G287 0303

Email: regisiiarsidasxperpelual com.au

wwiw asxperpettal.com au

Auditor

PriceswaterhouseCoopers

201 Sussex Strest
Sydnay NSW 2600
Australiz

Stock exchange listing

Arigtocrat Leistire timtred
Qrdinary Sharss are fisteG on the
Australian Stock Exchange.

CORE: ALL
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